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Looking  Behind 
The  Iron  Curtain 

Insofar  as  the  Soviet  Union's  agri- 
culture is  concerned,  during  these  past 
2  years  there  has  been  an  appreciable 
lifting  of  the  Iron  Curtain.  True, 
there  is  not  the  free-and-easy  exchange 
of  agricultural  information  and  visi- 
tors that  characterizes  relations  be- 
tween Free  World  countries;  but  com- 
pared ro  the  Stalin  era,  a  substantial 
interchange  is  taking  place. 

The  content  of  Foreign  Agriculture 
reflects  this  greater  access  to  infor- 
mation about  the  Soviet  Union.  The 
story  in  this  issue,  "Soviet  Collective 
Farms  Become  Fewer  But  Larger,"  is 
but  one  of  the  many  authoritative 
reports  that  we  have  been  able  to  pre- 
sent in  recent  issues.  The  writer  of  the 
current  article  has  first-hand  knowledge 
of  such  developments,  for  last  year  he 
traveled  12,000  miles  with  the  USSR 
viewing  its  agricultural  developments. 

Although  the  United  States  and  the 
Soviet  Union  began  exchanging  agri- 
cultural publications  many  years  ago 
this  exchange  has  increased  under  cur- 
rent Soviet  leadership.  Also,  the  long- 
time exchange  of  plant  materials,  held 
up  after  World  War  II,  recently  has 
been  resumed.  But  the  big  develop- 
ment is  in  the  exchange  of  people.  Six 
U.S.  technical  groups  inspected  Soviet 
agriculture  last  year  and  an  equal 
number  of  Soviet  groups  looked  at  our 
agriculture.  The  exchange  has  been  con- 
tinued this  year,  and  negotiations  are 
under  way  for  the  future.  Each  country 
is  gaining  a  more  realistic  view  of  the 
other's  agricultural  status  and  potential. 


Cover  Photograph 

Venezuela  buys  much  of  its  Brahman 
breeding  stock  from  U.  S.  producers, 
who  are  finding  in  that  country  one  of 
their  best  market  opportunities  in 
years.  (For  trade  prospects  in  live- 
stock and  meat,  see  page  9.) 
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Europe's  Economic  Integration 
Raises  Problems  for  Danish  Farm 


Trade 


Agricultural  exporting  countries  like  Denmark  run  into  trouble  with 
economic  integration.  Apparently ,  there's  no  easy  way  out,  as  Denmark's 
experience  with  the  Commmon  Market  and  the  Outer  Seven  has  shown. 


By  KAREN  J.  FRIEDMANN 
European  Analysis  Branch 
Foreign  Agricultural  Service 


For  Denmark's  economy,  a  high  level  of  foreign  trade 
is  essential,  and  the  Common  Market  countries  have  been 
taking  a  large  and  increasing  share  of  Danish  exports  in 
recent  years.  Yet  the  Common  Market,  like  any  grouping 
of  countries  in  an  economic  union,  is  bound  to  have  some 
discriminatory  effects  on  suppliers  in  other  countries — 
the  counterpart  of  the  preference  that  the  partners  in  the 
union  will  enjoy  in  each  other's  markets.  Because  a  large 
part  of  Denmark's  export  trade  with  the  Six  Countries 
is  in  agricultural  products,  Danish  agriculture  in  particular 
fears  the  impact  of  the  Common  Market. 

Protectionist  tendencies  in  most  countries  are  especially 
tenacious  regarding  agricultural  products.  Consequently, 
the  Common  Market  countries — West  Germany,  France, 
Italy,  the  Netherlands,  Belgium,  and  Luxembourg — do  not 
intend  to  work  toward  freeing  trade  in  agricultural  prod- 
ucts within  the  area,  as  they  do  for  other  commodities. 
Instead,  what  the  treaty  contemplates — after  a  transition 
period  of  12  to  15  years — is  a  coordinated  agricultural 
policy  making  use  of  price  regulation,  subsidies,  stocking 
system,  and  common  mechanisms  or  market  organizations 
for  stabilizing  foreign  trade.  But  until  this  common  policy 
is  developed,  the  countries  look  to  increasing  agricultural 
trade  among  themselves  by  means  of  long  term  agreements. 

Such  a  system  may  encourage  increased  agricultural  out- 
put within  the  area,  depending  on  the  level  of  prices  and 
the  exact  nature  of  the  marketing  policies  finally  adopted 
In  any  case,  it  is  designed  to  further  trade  among  the  Six 
Countries,  and  thus  would  place  Denmark  at  a  disadvan- 
tage in  relation  to  its  traditional  competitor,  the  Nether- 
lands, in  the  German  market. 

Danish  Pros  and  Cons 

Whether  Denmark  should  seek  membership  in  the  Com- 
mon Market  has  been  hotly  debated  for  the  last  2  to  3 
years.  The  Federation  of  Farmers'  Associations  and  the 
Agricultural  Council — top  organization  of  the  Federation 


of  Farmers'  Associations  and  the  farm  cooperatives — have 
continually  urged  membership;  the  Small  Holders  Associa- 
tions have  favored  the  government's  wait-and-see  policy. 

Danish  export  figures,  total  and  agricultural,  reveal  one 
of  the  major  reasons  for  the  difference  of  opinion.  The 
United  Kingdom  and  the  Common  Market  are  both  im- 
portant to  Denmark  as  outlets  for  Danish  exports.  The 
United  Kingdom  still  ranked  first  as  a  taker  of  Danish 
farm  products  in  1957,  but  its  share  had  dropped  from  55 
percent  in  1953  to  41  percent;  its  share  in  total  Danish 
exports  had  declined  from  41  percent  to  28  percent  during 
that  period.  At  the  same  time  the  share  of  the  Common 
Market  countries  had  increased  from  22  to  30  percent  for 
all  exports  and  from  23  to  35  percent  for  farm  exports. 

Those  in  Denmark  who  wanted  to  join  the  Common 
Market  were  impressed  by  this  growth  of  trade  with  the 
area.  They  were  also  impressed  by  the  fact  that  the  aver- 
age per  capita  level  of  consumption  of  livestock  products 
is  much  lower  in  the  Common  Market  than  in  the  United 
Kingdom  and  therefore  leaves  more  leeway  for  an  increase. 
Those  who  opposed  joining  the  Common  Market  were 
reluctant  to  take  a  step  which  might  cause  the  United 
Kingdom — after  all,  still  the  major  agricultural  market — 
to  show  less  consideration  for  Danish  exports. 

Furthermore,  many  felt  that,  although  the  Common 
Market  countries  had  for  some  time  increased  their  imports 
of  Danish  farm  products,  this  trend  could  not  continue. 
Germany  is  by  far  the  largest  importer  of  Danish  farm 
products  among  the  Six  Countries.  The  rapid  rise  in  con- 
sumption in  the  1950  s  was  a  part  of  the  rapid  general  rise 
in  the  German  economy,  but  the  expansionary  forces — 
which  included  a  great  increase  in  population  because  of 
refugees — are  now  slackening.  The  principal  products 
Denmark  has  been  exporting  to  the  Common  Market 
countries  are  cattle  and  beef,  hogs  and  pork,  butter,  cheese, 
and  eggs.  But  the  Danish  Government,  as  the  result  of  a 
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study  made  in  1958,  has  come  to  the 
conclusion  that  the  Common  Market 
has  the  technical  potentialities,  reen- 
forced  by  the  strength  of  the  pressures 
for  agricultural  protection,  to  become 
self-sufficient  within  the  coming  dec- 
ade in  most  of  these  products,  with 
the  possible  exception  of  beef.  The 
same  study  emphasizes  that  the  United 
Kingdom  is  genuinely  a  deficit  food 
producer.  Despite  intensive  encourage- 
ment to  domestic  production,  there  is 
no  possibility  of  its  becoming  self- 
sufficient  in  all  major  livestock  prod- 
ucts, even  though  it  may  for  some  of 
these  products. 

Free  Trade  Area  Proposal 

Before  the  Common  Market  went 
into  effect  and  during  the  first  year  of 
its  existence  (  1958),  prolonged  dis- 
cussions took  place  within  the  Organ- 
ization for  European  Economic  Co- 
operation ( OEEC )  concerning  a  so- 
called  Free  Trade  Area.  The  1 1  OEEC 
countries  that  were  not  a  party  to  the 
Common  Market  Treaty  sought  ways 
of  forming  a  somewhat  looser  organi- 
zation within  which  they  would  be 
associated  with  the  Common  Market. 
However,  the  negotiations  broke  down 
in  November  1958. 

In  Denmark  there  was  originally 
considerable  criticism  of  the  Free 
Trade  Area  proposal  because  it  had 
reference  to  industrial  products  only. 
The  U.K.  White  Paper  on  the  subject 
declared  outright  that  no  country 
would  consider  giving  up  its  protec- 
tion for  agriculture.  To  the  Danes  it 
was  unacceptable  that  they  should 
lower  their  restrictions  on  imports  and 
get  no  compensation  in  relation  to 
their  agricultural  exports.  In  the  course 
of  the  OEEC  discussions,  Denmark 
gained  acceptance  of  the  thought  that 
agricultural  problems  should  be  con- 
sidered concurrently  with  the  industrial 
Free  Trade  Area — although  they  might 
be  handled  differently — and  it  was 
considered  a  blow  to  Danish  interests 
when  the  negotiations  broke  down. 
The  end  of  the  FTA  negotiations  was 
regretted  not  least  by  those  Danish 
farm  groups  that  advocated  member- 
ship in  the  Common  Market,  for  in 
the  Free  Trade  Area  they  saw  the 
bridge  between  their  export  interests 
in  the  countries  of  the  Common  Mar- 
ket and  in  the  United  Kingdom. 


Easing  Common  Market  Impact 

The  Rome  Treaty  stipulated  that,  as 
a  first  step  in  the  transition  to  free 
trade  in  the  Common  Market  area,  the 
Six  must  reduce  their  tariffs  vis-a-vis 
each  other  by  10  percent  on  January  1, 
1959.  From  that  date,  restrictive  bi- 
lateral quotas  existing  between  pairs 
of  countries  must  be  made  to  apply  to 
all  countries  of  the  area  without  dis- 
crimination. The  total  value  of  all 
such  quotas  must  at  the  same  time  be 
increased  in  accordance  with  certain 
rules.1 

With  this  relaxation  of  trade  re- 
strictions about  to  begin  and  with  the 
breakdown  of  the  Free  Trade  Area 
efforts  there  was  widespread  criticism 
in  late  1958  of  the  inherent  discrimin- 
ation against  the  exports  of  other 
GATT  countries.  To  counter  it,  the 
Common  Market  countries  or  Euro- 
pean Economic  Community  (  EEC  )  in 
December  announced  that  from  Jan- 
uary 1,  1959,  they  would  unilaterally 
reduce  their  tariffs  towards  all  GATT 
member  countries  by  10  percent. 

There  were,  however,  exceptions  to 
this  rule.  For  agricultural  products  the 
extension  of  the  tariff  reduction  to  out- 
side countries  was  of  little  con- 
sequence. It  was  applied  only  to  com- 
modities subject  to  quota  restrictions, 
for  which  a  tariff  reduction  obviously 
could  not  lead  to  any  increase  in  trade, 
and  it  was  up  to  the  individual  coun- 
tries in  EEC  to  decide  whether  they 
wanted  to  grant  tariff  reductions  on 
liberalized  agricultural  products.  The 
EEC  also  decided  to  extend  the  quota 
increases  to  outside  countries  under 
certain  specified  conditions — but  only 
for  industrial  products.  In  other  words, 
agricultural  products  were  again  de- 
prived of  the  benefits  extended  to 
other  commodities. 

To  help  retain  their  markets  in  the 
EEC,  Denmark  and  other  outside  coun- 
tries, in  late  1958  and  early  1959, 
likewise  began  to  take  an  interest  in 
the  conclusion  of  bilateral  agreements 
with  the  individual  member  countries 
of  the  area.  Most  important  for  Den- 
mark was  the  signing  in  December  of 

'  These  quota  increases  are  not  being  ap- 
plied automatically  to  agricultural  products, 
however.  For  these  the  long-term  marketing 
agreements  mentioned  above  are  the  means 
by  which  trade  within  the  Common  Market 
area    may    in    some    cases    be  expanded. 


a  3-year  trade  agreement  with  Ger- 
many. The  Danish  export  quotas  for 
agricultural  products,  fixed  in  the  new 
agreement  on  an  annual  basis,  are 
roughly  the  same  as  in  the  old  1-year 
agreement,  but  there  is  the  added  as- 
surance of  exports  at  former  levels  for 
a  longer  term.  In  May  a  2-year  agree- 
ment with  France  was  concluded,  but 
this  did  not  contain  agricultural  quotas 
of  consequence. 

As  a  result  of  these  various  mea- 
sures, Danish  agricultural  exports  to 
the  Common  Market  countries  faced 
a  certain  deterioration  in  their  position 
from  January  1,  1959,  but  the  immedi- 
ate effect  was  slight.  In  the  meantime, 
Denmark  continued  its  efforts  to  find 
a  permanent  basis  for  coping  with  the 
problems  created  by  the  Common  Mar- 
ket. While  the  Federation  of  Farmers' 
Associations  and  the  Agricultural 
Council  continued  to  urge  membership 
in  the  Common  Market,  the  govern- 
ment sought  ways  that  held  promise 
of  reviving  discussions  on  an  associa- 
tion akin  to  the  Free  Trade  Area. 

The  Outer  Seven 

In  May  and  June  of  this  year  a 
Swedish-sponsored  plan  for  a  seven- 
country  association  was  discussed  and 
was  strongly  supported  by  the  United 
Kingdom.  The  plan  envisaged  a  free- 
trade-area  type  of  association  between 
the  United  Kingdom,  Sweden,  Norway, 
Denmark,  Austria,  Switzerland,  and 
Portugal,  which  came  to  be  known  as 
the  "Outer  Seven." 

Denmark  was  cool  to  the  idea  at 
first,  partly  because  of  the  usual  ex- 
clusion of  agricultural  products,  but 
also  because  it  feared  that  the  creation 
of  the  new  group  would  antagonize  the 
EEC  and  would  break  up  Europe  still 
further  into  competing  blocs.  And,  of 
course,  the  forces  wanting  to  join  the 
Common  Market  were  against  mem- 
bership in  the  Outer  Seven.  But, 
throughout  the  discussions,  those  pro- 
moting the  plan  emphasized  that  the 
intention  is  not  to  create  competing 
blocs.  Their  hope  was,  on  the  contrary, 
that  the  Outer  Seven  would  eventually 
lead  to  an  expanded  association  such  as 
that  of  the  original  Free  Trade  Area 
proposal.  Danish  acceptance  hinged 
primarily  on  assurances  from  the 
United  Kingdom  that  Denmark  would 
(Continued  on  page  21) 
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Above,  raw  milk  reaches  Lisbon's  new  bottling  plant  in 
giant  tanks.  Right,  milk  is  pasteurized  in  automatic  S.T.H.T. 
units.    All  equipment  was  manufactured  in   Great  Britain. 


Modern  Milk  Plant 
Opens  in  Lisbon 

Now  operating  in  the  ancient  city  of  Lisbon  is  one  of 
Europe's  most  up-to-date  milk  pasteurization  and  bottling 
plants,  which  some  U.S.  dairy  experts  claim  could  compare 
favorably  with  any  in  the  United  States.  Opened  last 
spring  by  Portugal's  President  Americo  Tomas,  the  plant 
is  municipally  owned  and  has  a  capacity  of  100,000  liters  a 
day.  Eventually  it  will  eliminate  the  milk  peddlers  who 
roam  Lisbon's  streets  with  antique  brass  and  copper  pots. 


Milk  cans  emerge  from  steam  cleaner.  Bottled  milk  sells  de- 
livered for  4  escudos  a  liter,  or  approximately  U.S.  14  cents. 


Photos    by    Heroert  Ferguson 


Above,  inspector  examines  each  bottle  for  defects.  Alumin- 
um caps  insure  tamper-proof  deliveries.  Below,  machines 
bottle  12. COO  liters  a  day.  one-eighth  of  the  plant's  capacity. 


Extension  Economist  Looks 
At  West  European  Market 


By  KARL  SHOEMAKER 
Federal  Extension  Service 

On  a  sultry  day  in  May,  I  took  off 
from  Washington  with  a  team  of  seven 
State  extension  service  representatives 
and  an  FAS  man  for  a  5 -week  tour  of 
Europe.  The  purpose  of  this  traveling 
seminar  was  to  study  agricultural  mar- 
kets in  Europe  and  learn  about  the 
area's  farm  policies.  The  State  repre- 
sentatives were  all  public  affairs  spe- 
cialists, so  what  they  found  out  will 
be  translated  into  an  active  program 
in  the  United  States  to  broaden  public 
understanding  of  just  what  is  involved 
in  building  foreign  markets. 

The  briefing  session  had  taught  us 
that  Europe  provides  the  outlet  for 
about  half  the  foreign  agricultural 
trade  of  the  United  States;  also,  that 


the  gold  and  dollar  reserves  in  most 
of  these  countries  have  improved  ma- 
terially in  the  past  2  or  3  years  and 
now  present  no  great  problem  in  sell- 
ing farm  products. 

There  were  signs  of  this  economic 
improvement  all  along  the  glamour 
trail  through  the  capitals  of  Europe. 
But  the  real  thrill  of  the  trip  was  talk- 
ing to  the  people — government  offi- 
cials, businessmen,  farmers  and  their 
families — about  postwar  economic  re- 
covery and  what  it  has  meant  to  their 
levels  of  living.  Most  heart-warming 
of  all  was  their  appreciation  of  the 
U.S.  aid  that  helped  make  this  recov- 
ery possible. 

Great  Britain 

Ministry  of  Agriculture  people,  the 
Board  of  Trade,  and  officials  of  the 


National  Farmers  Union  explained  that 
Britain's  policy  is  to  produce  about 
half  its  food  supply  and  import  the 
rest,  encourage  selected  production 
through  manipulation  of  its  subsidies, 
and  keep  food  prices  down  so  that 
wages  in  industry  need  not  be  raised. 
In  effect,  this  means  that  the  96  per- 
cent of  Britain's  people  not  engaged 
in  farming  are  willing  to  subsidize  the 
other  4  percent,  to  the  tune  of  five- 
sevenths  of  the  farm  operators'  in- 
come, so  that  Britain's  manufactured 
products  can  be  kept  competitive  on 
world  markets.  Although  Britain's  em- 
pire preference  favors  imports  from 
the  Commonwealth,  its  needs  are  so 
large  that  it  is  the  top  U.S.  farm 
market. 

Labels  on  the  boxes  of  well-pack- 
aged, high-quality  fruit  in  the  Covent 
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Garden  market  showed  the  tough  com- 
petition U.S.  fruit  faces  in  this  good 
outlet,  particularly  from  Italy  and 
South  Africa.  Yet  an  Oxford  store- 
keeper with  30  years  of  experience  in 
selling  canned  fruit  told  us  his  cus- 
tomers were  still  willing  to  pay  a  pre- 
mium for  U.S.  brands. 

The  people  of  one  big  tobacco-im- 
porting firm  said  frankly  that  they  were 
concerned  about  the  change  in  the 
flavor  of  U.S.  tobacco.  They  attributed 
this  to  new  varieties  and  different  cul- 
tural practices,  and  recognized  the  eco- 
nomic reasons  for  these  changes.  But, 
because  the  United  States  is  a  major 
tobacco  supplier  for  Britain,  this  was 
a  disquieting  discussion. 

Another  bit  of  sobering  news  was 
that  Britain  considers  much  of  its 
textile  machinery  nearly  obsolete.  This, 
with  other  factors,  raises  difficulties  in 
its  competition  with  Japan  and  other 
important  cotton  textile  producers,  and 
strongly  suggests  a  shrinking  of  the 
British  cotton  market,  which  now  takes 
35  to  40  percent  of  its  supply  from 
the  United  States. 

In  general,  we  found  Britain  easing 
its  import  restrictions  in  line  with  its 
improved  dollar  postion.  This  reflects 
a  strong  desire  to  maintain  good  trade 
relations  with  the  United  States.  Still, 
Britain  needs  many  trading  partners, 
for  trade  is  the  basis  for  much  of  its 
economy.  A  most  effective  reminder 
of  this  was  the  trade  agreement  signed 
with  Russia  while  we  were  there. 

Sweden 

Sweden  celebrated  its  national  holi- 
day of  Midsummers  Eve  during  our 
visit — which  brought  home  the  im- 
portance of  summer  in  this  country 
located  about  as  far  north  as  Alaska. 
Thanks  to  the  Gulf  Stream,  however, 
Sweden  enjoys  a  frost-free  season  rang- 
ing from  90  days  in  the  extreme  north 
to  210  days  in  the  areas  farthest  south- 
west. In  its  output  of  farm  products 
adapted  to  that  climate,  it  is  about  self- 
sufficient.  Farm  production  rose  sharp- 
ly to  surplus  levels  by  1950;  since  then, 
it  has  declined — always  in  line,  how- 
ever, with  government  policy  of  stay- 
ing as  close  to  self-sufficiency  as  pos- 
sible. 

The  Cotton  Council  of  Sweden 
brought  up  recent  quality  problems  en- 
countered with  U.S.  cotton.  The  team 


members  from  cotton  States  expect  to 
discuss  these  problems,  which  center 
around  cleaning,  with  the  U.S.  indus- 
try. The  United  States  has  been 
Sweden's  major  cotton  supplier,  and 
we  hope  this  happy  relationship  con- 
tinues. 

Sweden's  level  of  livestock  produc- 
tion requires  imports  of  200,000  to 
300,000  tons  of  feeding  stuffs.  The 
U.S.  industry  has  a  competitive  chance 
at  this  market  but  has  by  no  means 
monopolized  it.  Sweden  now  has  a 
pork  surplus,  and  has  put  a  domestic 
excise  tax  on  all  hog  slaughter  to  cover 
export  losses.  This  tends  to  discourage 
production  and  keep  it  in  balance. 

The  Netherlands 

We  found  the  Netherlands  unique 
among  the  countries  we  visited.  Its 
major  resources  are  water,  people,  and 
brains.  Located  on  the  Rhine  delta, 
its  ports  handle  the  freight  of  the  im- 
portant inland  waterway  to  Europe.  In 
handling  this  traffic,  the  Dutch  have 
attained  extraordinary  skills  in  ship- 
ping, finance,  and  managerial  finesse, 
added  to  their  age-old  skills  in  special- 
ized agricultural  production  and  proc- 
essing. But  because  trade  is  a  must 
for  their  prosperity,  they  are  unusually 
vulnerable  to  trade  policy  changes  by 
other  nations. 

Netherlands  economic  policy  encour- 
ages buying  raw  materials  and  selling 
the  finished  products — many  of  them 
as  exports.  For  example,  the  country 
imports  2  million  tons  of  feed  grains 
and  exports  two-fifths  of  its  cheese  and 
butter,  half  of  its  eggs,  and  nearly  a 
third  of  its  pork.  Wheat  imports  range 
between  700,000  and  800,000  tons 
with  the  United  States  an  important 
supplier,  but  this  season  a  big  share 
of  the  wheat  was  Russian.  My  first 
reaction  was  "Oh,  oh,  state  trading," 
but  no,  the  government  merely  requires 
that  35  percent  of  the  wheat  milled 
be  Dutch;  millers  may  buy  the  rest 
where  price  and  quality  please  them. 

The  Netherlands  has  a  big  stake  in 
the  Common  Market,  which  should  in- 
crease Dutch  trade  with  the  other  5 
member  countries.  Already  many  for- 
eign companies  are  seeking  sites  on 
the  limited  territory  of  the  Nether- 
lands, to  take  advantage  of  its  good 
harbors  and  the  skill  of  its  workers. 
At  the  same  time,  the  Dutch  fear  that 


Dutch  experts  testing  cheese.  Hol- 
land is  a  big  importer  of  feed  grain, 
which  its  farms  transform  into  large 
exports  of  meat,  dairy  products,  eggs. 


Above,  fruit  goes  to  market  in  Venice; 
below,  tobacco  plants.  Greek  Mace- 
donia. Italy  and  Greece,  like  the  U.S., 
export  fruit  and   tobacco   to  Europe. 
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trade  policies  of  the  Common  Market 
countries  may  reduce  their  trade  with 
outside  countries — now  55  percent  of 
their  total. 

France 

I  knew  France  was  the  leading  agri- 
cultural country  in  Europe — practical- 
ly self-sufficient  except  for  tropical 
foods,  and  producing  a  surplus  of 
wheat  except  in  bad  years;  but  I  didn't 
realize  that  its  two  biggest  exports  to 
the  United  States  currently  are  cars 
and  steel  products. 

Nor  had  I  realized  how  fast  France's 
economy  has  grown  in  recent  years,  or 
that  this  plus  the  costly  war  in  Algeria 
bred  the  inflation  that  brought  a  20- 
percent  price  increase  from  August 
1957  to  April  1958  and  an  unstable 
government  situation.  Under  President 
DeGaulle,  the  country  has  adopted  a 
strong  constitution,  improved  military 
effectiveness  in  dealing  with  guerilla 
warfare  in  Algeria,  and  is  regaining 
its  confidence  and  morale. 

In  U.S. -French  agricultural  trade,  the 
United  States  supplies  a  third  of 
France's  cotton  needs  (cotton  makes 
up  from  half  to  two-thirds  of  the  U.S. 
farm  exports  there ) ;  it  also  supplies 
tobacco,  oilseeds,  and  in  poor  crop 
years,  some  grain.  U.S.  farm  imports 
from  France,  however,  are  only  about 
half  the  size  of  these  exports,  with 
wine  the  most  important  item. 

West  Germany 

From  the  air,  we  could  clearly  see 
the  pattern  of  small  farm  communities 
in  south  Germany.  Next  day,  this  im- 
pression was  strengthened  by  a  look  at 
a  village  schoolmaster's  maps,  showing 
the  farm  fragmentation  that  has  re- 
sulted from  German  inheritance  prac- 
tices. In  another  village,  a  hospitable 
farm  family  fed  us  onion  pie  and  cider 
and  told  of  local  efforts  to  consolidate 
holdings  into  large  fields.  They  also 
talked  about  cooperative  machinery- 
purchases  and  how  much  their  ideas 
on  mechanization  had  changed  in  2 
short  years.  In  north  Germany  we  saw 
the  larger  farms;  and  everywhere  we 
felt  the  strength  of  the  economy  grow- 
ing out  of  the  reconstruction  period. 

By  1957  West  Germany  was  third 
in  steel  production,  second  in  motor 
vehicles,  third  in  power  output,  third 
in  cement,  and  fifth  in  coal.  It  quickly 
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stabilized  its  currency,  now  has  only 
1  percent  unemployment  after  absorb- 
ing 11  million  refugees  and  expellees, 
and  is  a  tough  competitor  in  industrial 
production. 

No,  we  didn't  overlook  the  agricul- 
tural trade  picture.  Germany  imports 
about  30  percent  of  its  food,  partly 
through  bilateral  arrangements;  and 
its  agricultural  imports  come  largely 
from  countries  that  buy  its  industrial 
goods.  Through  strict  import  controls, 
it  regulates  its  domestic  price  level. 
As  an  outlet  for  U.S.  farm  products, 
Germany  ranks  third,  taking  nearly  10 
percent  of  the  total.  Major  purchases 
are  cotton,  grains,  lard,  oils,  tobacco, 
fruit,  and  vegetables. 

Italy 

Italy  is  a  country  with  two  econo- 
mies. The  south  has  little  industry  and 
a  relatively  poor  agriculture,  with  a 
low  level  of  living;  the  north  has  a 
productive  agriculture  and  a  highly  in- 
dustrialized economy  comparable  with 
that  of  the  rest  of  Europe.  Italy  is 
not  an  industrial  giant  like  Germany 
or  a  trading  nation  like  Britain  or  the 
Netherlands.  But  its  progress  in  eco- 
nomic development  has  been  good;  in- 
dustrial capacity  is  double  that  of  pre- 
war. Inflation  has  been  checked;  un- 
employment is  stabilized,  though  at 
a  high  10  percent.  Continued  indus- 
trial growth  is  essential  to  strengthen 
the  economy  and  permit  economic  ad- 
justments in  agriculture.  Even  then  it 
will  be  hard  to  absorb  the  many  un- 
skilled workers  of  the  south. 

In  the  rich  Po  Valley,  we  visited 
abundantly  producing  orchards  and 
well-equipped  fruit  markets;  saw  high- 
quality,  well-packaged  fruit  headed  for 
export  markets;  and  learned  that  Ger- 
many is  Italy's  best  customer,  although 
England  and  France  are  important  out- 
lets too.  The  Italians  are  greatly  in- 
terested in  improving  their  production 
and  marketing  operations.  In  proces- 
sing, they  may  give  the  United  States 
increasingly  keen  competition. 

Although  Italy's  dollar  position  is 
good,  national  policy  is  to  increase 
livestock  production  37  percent  and 
fruit  36.  But  this  policy  should  not 
mean  reduced  demand  for  major  im- 
ports from  the  United  States,  which 
are  cotton,  fats  and  oils,  and  feed. 
However,  Italy  will  give  us  increasing 


competition  in  fruit  markets  abroad. 

Italy  perhaps  stands  to  gain  the 
most  of  all  the  Common  Market  coun- 
ties through  economic  integration,  be- 
cause at  present  its  overall  economic 
level  is  relatively  low.  Its  production 
advantage  for  fruits  and  vegetables 
puts  it  in  a  position  to  dominate  this 
market  in  the  other  five  countries. 

Greece 

Greece's  location  at  the  very  edge 
of  the  Communist  Bloc  makes  its  poli- 
cies and  relations  with  Western  Europe 
and  the  United  States  especially  im- 
portant. Basically  its  economy  is  agri- 
cultural, though  there  are  serious  lim- 
itations in  soil  fertility  and  water.  Its 
industrial  development  has  been  slow, 
owing  to  a  shortage  of  capital  and 
skilled  workers.  The  policy  in  regard 
to  foreign  capital,  as  outlined  to  us 
by  the  Ministry  of  Commerce,  appears 
liberal;  but  the  needs  are  urgent.  A 
fourth  of  the  population  earns  $50  or 
less  per  year,  and  the  national  average 
is  only  $300;  wheat  supplies  60  per- 
cent of  the  calories  in  the  diet. 

In  the  past  10  years  U.S.  economic 
aid  to  Greece  has  amounted  to  about 
$2  billion.  This  has  been  vital  in  sta- 
bilizing the  currency  and  helping  re- 
build the  economy,  which  has  enjoyed 
substantial  growth  since  1952. 

Greece  depends  heavily  on  agricul- 
tural exports  for  foreign  exchange. 
Significantly,  it  received  much  U.S. 
wheat  in  the  early  postwar  years,  but 
now  is  self-sufficient  and  even  has 
some  to  export.  Other  farm  exports 
are  cotton,  tobacco,  and  fruits.  Because 
of  Greece's  dependence  on  its  Euro- 
pean markets  for  tobacco  and  fruit, 
the  Greeks  were  deeply  concerned 
over  the  changes  the  Common  Market 
might  bring.  Since  our  return,  the 
Greeks  have  applied  for  association 
with  the  Common  Market  countries, 
and  their  application  has  been  accepted 
"in  principle."  Details  of  the  associa- 
tion are  now  under  negotiation. 

Looking  back  on  the  trip,  what  we 
see  standing  out  are  the  importance  of 
Europe  as  a  market  for  our  agricultural 
products,  the  strategic  position  of 
Europe  politically,  and  the  many  tough 
problems  that  European  countries  are 
trying  to  iron  out  among  themselves 
as  they  work  toward  their  big  com- 
mon interest — security. 

Foreign  Agriculture 


Trade  Prospects  in  LIVESTOCK 
and  Livestock  PRODUCTS 


International  trade  in  livestock  and 
meat  products  will  very  likely  increase 
during  the  coming  year.  The  expected 
export-import  pattern  for  the  United 
States,  however,  shows  both  ups  and 
downs.  U.S.  exports  of  livestock  by- 
products should  rise  sharply.  U.S.  im- 
ports of  meat,  though  high,  are  ex- 
pected to  be  substantially  less  than  the 
record  levels  of  1958-59-  Also,  U.S. 
imports  of  cattle  should  decrease.  Thus, 
the  United  States  will  probably  remain 
a  net  importer  of  livestock,  meat,  and 
meat  products  during  I960,  but  the  ex- 
port deficit  may  be  considerably  less 
than  during  1958  and  1959- 

Although  the  United  States  is  the 
largest  producer  of  meat  in  the  world 
— over  twice  that  of  the  USSR,  the 
world's  second  largest  producer  —  it 
still  imports  a  considerable  amount  of 
meat  to  maintain  its  high  standard  of 
living.  During  1959,  the  United  States 
ranked  second  as  an  importer  of  meat, 
But  while  we  consume  a  lot  of  meat, 


we  cannot  possibly  use  all  the  by- 
products of  our  large  livestock  indus- 
try, with  the  result  that  today  the 
United  States  is  the  No.  1  exporter  of 
livestock  byproducts.  And  this  trade — 
largely  in  tallow,  lard,  hides  and  skins, 
and  variety  meats — is  extremely  im- 
portant to  us. 

Meat 

During  1958  and  1959,  U.S.  im- 
ports of  meat  increased  sharply.  U.S. 
cattle  numbers  were  recovering  from 
their  low  of  1957,  and  slaughter  was 
down.  Production  in  all  classes  of  beef 
was  low,  but  the  sharpest  reductions 
were  in  low-quality  meat  for  manu- 
facturing purposes.  Large  quantities 
were  imported  from  Argentina,  New 
Zealand,  and  Australia  to  make  up  for 
this  deficit. 

Next  year  should  see  some  changes 
in  the  import  picture.  Cattle  slaughter 
is  expected  to  increase  during  I960  and 
imports  of  beef  to  decline — although 


Cuban  worker  weighs  100-lb.  lard  tins. 
Tank  cars  via  Florida-Havana  ferry 
now  bring  lard  to  Cuba,  which  ranks  as 
United  States'  leading  lard  customer. 
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chey  will  undoubtedly  remain  above 
average  levels.  Pork  imports  will  also 
be  affected  by  heavy  domestic  supplies 
and  they  too  are  expected  to  be  below 
1958  and  1959  levels. 

As  for  U.S.  meat  exports,  no  signifi- 
cant amounts  are  foreseen  for  I960  or 
the  years  immediately  following.  How- 
ever, the  United  States  is  an  extremely 
efficient  producer  of  pork,  and  a  large 
export  volume  might  be  expected  were 
it  not  for  two  factors.  First,  pork  ship- 
ments from  the  United  States  are  re- 
stricted by  potential  importing  coun- 
tries to  protect  their  dollar  reserves, 
though  some  liberalization  can  be  ex- 
pected. And  second,  several  countries 
that  normally  would  be  likely  markets 
for  our  pork  bar  its  entry  because  of 
hog  disease  in  this  country.  Progress 
is  being  made  to  lower  these  barriers 
through  disease  eradication  activities 
in  the  United  States  and  the  distribu- 
tion abroad  of  information  about  the 
strict  sanitation  regulations  enforced 
by  our  government  for  all  meats  des- 
tined for  export. 

Livestock 

The  continued  export  of  purebred 
livestock  for  breeding  purposes  sup- 
plies the  U.S.  producer  with  a  welcome 
source  of  income,  amounting  to  about 
$8  million  per  year.  The  high  quality 
of  U.S.  livestock  is  recognized  through 
the  world,  and  exports  are  made  all 
over  the  world.  The  recent  decision 
of  Venezuela,  our  largest  market,  to 
institute  a  large-scale  cattle  improve- 
ment program  using  imported  cattle 
has  given  U.S.  cattle  exporters  one  of 
their  best  market  opportunities  in 
many  years.  Exports  to  Mexico,  an- 
other large  masket  for  beef  cattle,  are 
expected  to  increase  during  I960. 

Tallow 

In  recent  years,  U.S.  tallow  and 
grease  exports  have  accounted  for 
about  one-third  the  total  value  of  all 
our  livestock,  meat,  and  meat  products 
exported.  During  the  last  decade,  our 
production  increased  41  percent,  while 
our  domestic  utilization  declined  9 
percent.  But  in  this  same  period — 
1948  to  1958— tallow  exports  rose 
from  5  percent  of  our  production  to 
41  percent;  and  although  high  domes- 
tic prices  forced  them  down  in  1958, 
they  recovered  this  year  and  are  ex- 


pected to  be  even  larger  in  I960. 

The  gap  between  U.S.  tallow  pro- 
duction and  utilization  has  been  wid- 
ening because  the  soap  manufacturers 
are  using  less  tallow  in  their  products. 
There  seems  little  chance  that  this 
downward  trend  will  be  reversed,  so 
although  more  tallow  is  being  used  for 
other  industrial  purposes,  the  main 
outlet  for  our  rapidly  growing  supply 
remains  our  foreign  markets. 

Italy  is  the  most  important  U.S.  ex- 
port market.  This  country  is  taking 
more  and  more  of  our  tallow,  and  the 
present  low  U.S.  tallow  prices  should 
sharply  increase  our  exports  to  that 
country.  Yet  it  is  possible  that  in  I960 
Japan  may  overtake  Italy  and  become 
our  leading  tallow  market.  Intensive 
market  development  activities  in  Japan 
have  laid  a  foundation  for  bigger 
sales;  at  the  same  time,  the  United 
States  faces  greater  competition  on 
the  Japanese  market  from  Australia 
and  New  Zealand.  The  Netherlands 
ranks  third  as  a  tallow  outlet,  re-export- 
ing most  of  what  it  buys  from  us  to 
third  countries. 

Hides  and  Skins 

Cattle  hide  prices  rose  early  this 
year  and  exports  fell  off,  but  the  out- 
look for  I960  is  fairly  good.  A  sharp 
reduction  in  Argentine  cattle  slaughter 
has  eliminated  some  of  the  competi- 
tion on  world  markets;  also,  U.S.  pro- 
duction has  mounted.  The  movement 
of  domestic  hide  prices  will  determine 
the  extent  of  the  increase. 

Japan  is  still  the  leading  outlet  for 
U.S.  cattle  hides;  Canada  takes  the 
most  calf  skins,  and  West  Germany  is 
the  biggest  buyer  of  our  kip  skins. 
Most  of  our  sheep  and  lamb  skins  go 
to  the  United  Kingdom  and  Canada. 

Lard 

In  1958,  the  United  States  exported 
approximately  387  million  pounds  of 
lard,  of  which  about  80  percent  went 
to  Cuba  and  the  United  Kingdom. 
Lard  exports  were  down  last  year  but 
recovered  in  1959 — mainly  because  of 
lower  U.S.  prices  resulting  from  in- 
creased domestic  production  plus  slack- 
ening production  in  several  large  U.S. 
markets  in  Europe. 

The  first  6  months  of  1959  saw  a 
recovery.  Exports  were  up  40  percent 
over  what  they  had  been  for  the  same 


period  in  1958.  They  will  probably 
continue  this  upward  trend  throughout 
1960.  Lard  has  again  been  placed  on 
the  list  of  commodities  available  for 
export  under  Public  Law  480.  Also, 
market  development  in  foreign  coun- 
tries is  paying  off.  And  there  is  a 
strong  possibility  that  the  United 
States  may  benefit  by  bulk  shipments 
direct  to  Europe  through  the  St.  Law- 
rence Seaway,  which  would  reduce  the 
delivered  price  in  Europe  by  at  least 
a  cent  a  pound.  Counteracting  this  is 
the  tendency  of  some  of  our  foreign 
markets  to  limit  imports  so  as  to  pro- 
tect their  own  hog  industry  or  to  aid 
production   of  vegetable  shortening. 

Variety  Meats 

Variety  meat  exports,  like  other  U.S. 
livestock  products,  fell  off  somewhat 
during  1958.  West  Germany,  our  big- 
gest market,  cut  back  its  dollar  alloca- 
tion for  variety  meats  in  an  effort  to 
support  higher  prices  for  German 
hogs.  In  1959  the  allocation  was  in- 
creased and  our  exports  mounted 
again.  Exports  to  the  Netherlands — 
the  second  most  important  market  for 
U.S.  variety  meats — also  increased. 

Predictions  are  that  this  upward 
trend  will  continue  through  I960.  The 
United  Kingdom  recently  raised  its 
dollar  allocation  for  beef  tongues,  so 
that  exports  to  this  market  should  in- 
crease next  year. 

Sausage  Casings,  Mohair 

Sausage  casings  have  moved  up  this 
year  because  of  increased  production 
and  lower  prices.  Exports  during  I960 
are  expected  to  be  high.  About  one- 
half  of  U.S.  hog  casings  go  to  the 
United  Kingdom  while  Spain  is  the 
most  important  market  for  beef  cas- 
ings. 

Of  less  importance  is  mohair.  Our 
exports  total  about  $12  million  a  year, 
but  they  are  increasing.  What  is  par- 
ticularly interesting  about  mohair  is 
the  fact  that  prior  to  1953  our  mohair 
exports  were  insignificant.  Today,  the 
United  States  is  the  world's  largest 
exporter  of  mohair,  outranking  Turkey 
which  held  the  lead  position  for  years. 

A  new  publication,  The  Australian 
Livestock  and  Meat  Industry,  FAS-M- 
63,  will  be  issued  by  the  Foreign  Ag- 
ricultural Service  in  October  1959- 
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Germany-an  Important  Market  for  U.S.  Soybeans 


USDA  has  just  embarked  upon  a  market  development  project 
in  West  Germany,  our  second-ranking  foreign  market  for 
soybeans,  to  expand  sales  to  the  country's  mixed  feed  industry. 

By  ARMIN  J.  REHLING 

Assistant  U.S.  Agricultural  Attache 
Bonn,  Germany 


The  importance  of  West  Germany 
as  a  market  for  U.S.  soybeans  is  im- 
mediately evident  when  one  realizes 
that  in  1957  almost  23  million  bushels 
of  soybeans  were  imported  from  the 
United  States.  This  added  up  to  97 
percent  of  Germany's  total  soybean 
imports.  But  because  of  stronger  com- 
petition for  the  German  market  the 
U.S.  share  dropped  to  19-5  million 
bushels  last  year,  still  an  impressive 
amount.  On  the  basis  of  average 
yields,  it  equals  the  production  of 
about  895,000  U.S.  acres. 

The  soybean  industry  is  not  new 
to  Germany.  Long  before  soybeans 
were  considered  an  important  crop 
in  the  United  States,  the  Germans 
were  processing  them  for  oil  and 
meal.  The  Brinkmann  and  Mergell 
processing  plant  in  Hamburg-Harburg 
celebrated  its  fiftieth  anniversary  in 
1956.  Still  another  plant  in  the  same 
area,  the  Thoerl  organization,  goes 
back  to  1883  when  it  started  proces- 
sing Egyptian  cottonseed. 

Because  the  German  oilseed  indus- 
try depends  largely  on  imported  seeds, 
most  of  the  plants  are  in  seaport  or 
inland  port  cities.  About  half  the  mill 
capacity  is  in  the  Hamburg-Harburg 
area.  Of  the  total  tonnage  of  1.25 
million  tons  processed  in  1957,  only 
5  percent  was  from  domestic  produc- 
tion, and  most  of  this  was  rapeseed. 

Fluctuations 

This  heavy  dependence  on  imported 
raw  materials  has  caused  severe  ups 
and  downs  in  the  industry.  During 
both  World  Wars  when  imports  were 
stopped,  the  mills  were  practically  idle: 
and  during  the  currency-inflation  per- 
iods following  them,  serious  import- 
payment  difficulties  plagued  "he  in- 
dustry. Also,  many  of  the  plants  were 


severely  damaged  during  the  last  war. 
The  rebuilding,  though  expensive,  pro- 
vided a  good  chance  to  modernize. 

Both  the  volume  and  the  pattern 
of  imports  have  changed  since  the  war. 
Germany  has  rapidly  increased  its  total 
soybean  imports,  moving  from  about 
200,000  tons  in  1953  to  616,665  last 
year  ( they  were  slightly  higher  in 
1957).  And  as  U.S.  production  in- 
creased. China  and  Manchuria  ceased 
to  be  the  principal  sources,  and  the 
United  States  became  No.  1  supplier. 

The  trend  in  German  processing  of 
soybeans  into  oil  has  been  upward 
since  1953,  paralleling  the  rise  in  total 
oilseed  processing.  In  1953  Germany 
processed  792,000  metric  tons  of  oil- 
seeds; in  1957,  1.25  million  tons.  Dur- 
ing this  period  the  soybean  share 
jumped  from  11  percent  to  24  percent. 

Margarine  consumption  is  largely  re- 
sponsible for  this  jump.  Margarine  is 
the  principal  outlet  for  soybean  oil. 
and  today  the  Germans  are  consuming 
just  twice  as  much  as  they  were  be- 
fore the  war.  In  1957  German  per 
capita  consumption  was  27  pounds 
compared  with  8.5  pounds  in  the 
United  States.  Not  only  has  margarine 
improved  in  quality  but  the  price 
spread  between  butter  and  margarine 
has  widened.  During  the  1940-48  per- 
iod margarine  prices  averaged  56  per- 
cent of  butter  prices,  but  in  1956-58 
they  were  down  to  only  29  percent. 

Soybean  Meal  Potential 

Germany's  capacity  to  absorb  addi- 
tional imports  of  soybeans,  however, 
does  not  depend  so  much  on  the  out- 
lets for  soybean  oil  as  it  does  on  the 
marketing  possibilities  for  soybean 
meal.  As  soybean  processing  has 
mounted,  the  resulting  increased  meal 
production  has  moved  into  the  mixed 


feed  industry,  which  sells  to  German 
farmers  and  also  exports,  mainly  to 
Denmark,  Sweden,  and  Holland. 

In  1957  German  oil  mills  produced 
514.000  tons  of  soybean-- meal  and 
imported  9,396  tons.  Soybean  meal 
exports  that  year  amounted  to  197,357 
tons,  down  considerably  from  the  1954 
peak  as  a  result  of  Germany's  expand- 
ing livestock  output,  which  has  in- 
creased home  mixed-feed  consumption. 

According  to  Dr.  T.  A.  Hieronymus. 
of  the  University  of  Illinois,  who  in 
1958  made  a  study  of  the  market  po- 
tential for  soybeans  in  Western  Europe 
— "The  export  potential  of  soybean 
meal  as  such,  or  as  soybeans,  to  the 
six  northwest  European  countries  de 
pends  on  the  size  and  the  potential 
size  of  their  market  for  high  protein 
concentrates  .  .  .  The  most  rapid  po- 
tential is  in   France  and  Germany." 

Market  Development 

To  take  advantage  of  this  potential 
market  for  U.S.  soybeans  and  soybean 
meal,  the  Foreign  Agricultural  Service 
in  cooperation  with  the  Soybean  Coun- 
cil of  America  and  the  German  Oilseed 
Crushers  Association  has  launched  a 
market  promotion  program  in  Ger- 
many. Work  will  be  done  with  the 
German  mixed-feed  industry  and  the 
agencies  responsible  for  formulating 
recommended  livestock  rations,  to  de- 
velop rations  using  more  soybean  meal. 
Technical  assistance  will  also  be  made 
available  to  the  industry  for  improving 
quality  of  soybean  meal,  since  German 
industry  has  not  kept  pace  with  U.S. 
developments  in  either  toasted  or  50- 
percent  meals.  Swine  and  poultry 
rations  apear  to  offer  best  opportunity 
for  improvement. 

Effective  as  market  promotion  work 
is.  there  is  always  the  matter  of  price. 
If  the  expanding  U.S.  soybean  industry 
is  to  boost  its  sales  to  Germany,  U.S. 
prices  must  remain  competitive.  Strict 
quality  must  be  adhered  to  also.  China- 
Manchuria  is  still  a  strong  competitor 
in  Europe,  especially  in  Germany, 
where  barter  deals  are  made  with  ex- 
porters of  German  industrial  products. 
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U.S.  flue-cured  tobaccos 

grown  in  Virginia  and 
North  Carolina  are  blended 
in  Hong  Kong  factory. 


The  Merchants  of  Hong 
Buy  and  Sell 
A  Variety 

Of  U.S.  Farm  Products 


U.S.  cotton  being  hand-stacked  at  godown,  Kowloon. 


Photos  by  Li  Lee-fong,  USIS,  Hong  Kong. 


U.S.  dairy  products  compete  for  Hong  Kong  dollar. 

On  Hong  Kong  streets,  U.S.  oranges  sell  readily. 
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These  U.S.  oranges  in  bright  cascades  catch  the  eye  even  in  Hong  Kong's  many-colored  markets. 


German  Economist  Explains  Why 
West  Europe  Has  Farm  Supports 


The  basic  facts  that  lie  behind  the 
agricultural  support  policies  of  West- 
ern European  countries  were  recently 
set  forth  by  an  eminent  German  agri- 
cultural economist. 

Meeting  with  USDA  specialists  in 
Washington,  Dr.  A.F.  Hanau,  who 
holds  the  chair  for  agricultural  mar- 
keting at  the  University  of  Goettingen, 
listed  nine  principal  reasons  for  this 
special  treatment  that  agriculture  re- 
ceives under  the  economic  policies  in 
most  industrial  countries.  In  giving 
these  reasons,  Dr.  Hanau  wanted  it 
understood  that  he  did  not  wish  to 
imply  that  present  agricultural  poli- 
cies either  inside  or  outside  of  Europe 
are  always  well  designed.  On  the  con- 
trary, they  stand  in  need  of  reconsider- 
ation, especially  to  reduce  the  empha- 
sis on  incentives  for  increasing  output. 
The  question,  however,  is  not  whether 
there  is  going  "to  be  or  not  to  be" 
government  support  of  agriculture — 
but  how  much  and  how. 

Here  are  the  nine  reasons  Dr.  Hanau 
gave: 

•  Total  food  demand  in  high-in- 
come countries  does  not  vary  much 
with  changes  in  income  or  price.  This 
limits  the  outlet  for  agriculture  in 
these  countries,  yet  the  increase  in 
agricultural  production  has  been  ac- 
celerating. 

•  Total  agricultural  supply  does 
not  respond  readily  to  a  decrease  in 
demand;  its  downward  adjustment  is 
difficult  and  generally  delayed. 

•  Birth  rates  in  rural  areas  are 
relatively  high.  Howev«r,  the  labor 
force  there  is  already  too  large,  and 
the  educational  system  is  not  set  up  to 
prepare  the  young  people  for  other 
jobs.  Squeezing  out  underemployed 
farm  labor  is  a  painful  process,  which 
can  only  proceed  gradually. 

•  Because  of  underemployment, 
per  capita  income  from  farming  is 
significantly  lower  than  incomes  else- 
where in  the  economy. 

•  World  market  prices  of  agricul- 
tural products  do  not  necessarily  give 
the  right  guidance  for  a  reasonable 
division  of  labor  in  world  agricultural 


production.  Other  considerations  than 
matters  of  price  and  cost  often  deter- 
mine the  course  of  agricultural  trade. 

Many  exporting  countries  regard 
their  export  outlets  as  "marginal,"  and 
use  them  to  sell  goods  even  for  prices 
bearing  little  or  no  relation  to  costs. 

That  has  been  true  for  exports  from 
the  Communist  Bloc  countries,  with 
their  centrally  planned  economies.  It 
is  also  generally  true  for  subsidized  or 
dumped  exports.  And  in  a  certain 
sense  it  is  true  for  exports  from  un- 
derdeveloped countries,  which  may  be 
exports  "at  any  price"  rather  than  on 
the  basis  of  price  and  costs. 

The  importing  countries,  also,  look 
on  their  agricultural  imports  as  mar- 
ginal. They  want  only  to  supplement 
or  complement  their  own  production 
by  imports,  not  to  supplant  it.  Apart 
from  imports  of  goods  which  can  be 
produced  much  more  cheaply  in  other 
climatic  zones,  much  is  imported  if 
the  importers  feel  much  is  needed;  and 
less  is  imported  if — and  so  far  as — 
indigenous  supplies  can  fill  the  gap. 

As  a  result,  world  market  prices 
tend  to  be  lower  than  prices  based  on 
a  long-term  balance  between  supply 
and  demand,  if  supplies  are  abundant. 
These  undervalued  world  market  prices 
can  prevail  for  a  long  time  because  of 
the  downward  inelasticity  of  agricul- 
tural production  and  the  rigidities  of 
national  price  policies. 

•  Consciously  or  unconsciously,  the 
fear  of  war — even  limited  war  or  local 
unrest — plays  an  important  role  in  de- 
termining agricultural  policies.  Past 
periods  of  food  scarcity,  still  vigorous- 
ly alive  in  memory,  often  affect  pres- 
ent decisions  in  favor  of  increases  in 
production. 

•  The  fact  that  most  nonagricul- 
tural  sectors  of  the  economy  operate 
under  conditions  of  less  than  perfect 
competition  would  tend  to  make  things 
more  difficult  for  agriculture  if  gov- 
ernment assistance  were  withdrawn 
from  it  and  free  competition  prevailed. 

•  The  traditional  rigid  structure  of 
agriculture  in  Western  Europe  can  be 
improved  only  with  government  help. 


•  For  some  commodities,  where 
supplies  fluctuate  greatly  and  demand 
is  rather  inflexible,  price  instability  re- 
quires some  government  intervention. 

Professor  Hanau,  when  discussing  the 
background  of  present  agricultural  pol- 
icies, pointed  out  that  in  a  recent  ses- 
sion of  the  European  Parliament,  the 
following  basic  principles  or  guide- 
lines for  the  future  joint  agricultural 
policy  of  the  Common  Market  were 
mentioned:  Natural  handicaps  to  farm- 
ing, when  they  exist,  must  be  compen- 
sated by  adequate  economic  measures 
and  by  improving  the  structure  of  ag- 
riculture; only  in  this  way  can  the  farm 
population  share  in  overall  economic 
growth;  and  the  institution  by  which 
agriculture  can  best  make  its  own  con- 
tribution to  that  growth  is  the  family 
farm. 

It  should  be  noted  that  these  guide- 
lines to  farm  policy,  explicitly  or  tacit- 
ly, apply  throughout  Western  Europe. 

Egypt  Abolishes  Most 
Cotton  Export  Taxes 

On  September  1,  1959,  the  Gov- 
ernment of  Egypt  abolished  export 
taxes  on  all  varieties  of  cotton  except 
long  staple  Ashmouni.  During  the  12 
months  prior  to  September  1,  the 
tax  rate  was  equivalent  to  3.99  U.S. 
cents  a  pound  for  extra  long  staple 
varieties  and  2.40  cents  for  other 
varieties. 

Other  revisions  in  the  earlier  an- 
nounced cotton  policy  were: 

Premiums  on  convertible  currencies 
earned  from  cotton  exports  were  set 
at  30  percent. 

The  Cotton  Exporters  Federation 
was  reorganized  to  include  all  export- 
ers and  was  placed  under  government 
control. 

More  stringent  measures  were  im- 
plemented to  halt  re-export  of  Egyp- 
tian cotton. 

The  guaranteed  price  for  Menoufi 
cotton  was  increased  from  equivalent 
37.04  cents  per  pound  to  39  93  cents. 

The  ginning  duty  for  extra  long 
staple  varieties  was  increased  to  equiv- 
alent 1.4  cents  a  pound;  that  for 
shorter  staple,  to  0.9  cent. 

The  primary  aim  of  these  measures 
is  to  make  Egyptian  cotton  more  com- 
petitive in  world  markets  and  to  in- 
crease cotton  sales  to  western  countries. 
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FINANCING  SPAIN'S  RECOVERY 


Spain,  with  international  help,  is  making  a  bold  attempt  to 
revive  its  economy.  Included  is  a  plan  to  liberalize  imports, 
of  significance  to  its  dollar  trade  in  farm  products. 


By  JOEL  W.  FINLER 
International  Monetary  Branch 
Foreign  Agricultural  Service 


Spain  recently  embarked  on  a  new 
and  far-reaching  stabilization  program. 
Its  purpose  is  to  revitalize  the  economy 
and  bring  it  into  line  with  those  of 
other  Western  European  countries. 

Spain's  new  economic  start  holds  out 
great  hopes  for  the  people  of  Spain. 
Likewise,  it  means  new  and  growing 
opportunities  for  American  exporters 
and  investors.  In  the  past  Spain  has 
been  a  dollar  market  for  only  strictly 
limited  amounts  of  agricultural  and  in- 
dustrial goods  from  the  United  States. 
Potentially  it  can  become  an  important 
dollar  market  like  other  West  Euro- 
pean countries — if  the  present  stabili- 
zation plan  succeeds. 

The  new  program  attacks  the  na- 
tion's difficulties  on  many  fronts.  The 
complex  trade  and  exchange  controls 
which  hampered  trade  in  the  past  have 
been  simplified.  The  peseta  has  been 
devalued  to  a  more  realistic  rate  of 
60  to  the  dollar.  Private  foreign  in- 
vestment, after  years  of  restriction,  is 
now  being  encouraged.  And  a  policy 
has  been  set  up  to  progressively  re- 
move existing  trade  controls  as  fast 
as  the  recovery  of  the  country's  balance 
of  payments  position  permits. 

At  the  same  time,  serious  efforts  are 
being  made  to  control  the  inflation 
which  has  caused  Spain's  price  level 
to  get  substantially  out  of  line  with 
that  of  other  countries.  The  budget 
deficit — one  big  cause  of  the  country's 
inflation — will  be  kept  to  a  minimum, 
and  excessive  bank  credit  will  be 
curbed. 

In  this  stabilization  program  Spain 
will  not  be  acting  alone.  Financial 
support  from  the  United  States  and 
European  countries  and  from  the  In- 


ternational Monetary  Fund  totaling 
S375  million  has  been  pledged  to  sup- 
port the  nation's  ambitious  plan  to  put 
its  economy  on  a  sound  basis. 

The  Fostwar  Decline1 

Spain's  present  difficulties  date  back 
to  the  damage  and  dislocation  it  suf- 
fered during  the  Civil  War  (  1936-39) . 
The  immediate  onset  of  World  War 
II  caused  shortages  of  raw  materials 
and  capital  goods  and  loss  of  markets 
for  Spanish  agricultural  exports;  thus 
the  economic  dislocation  was  pro- 
longed. 

Government  control  of  trade  and 
industry  became  entrenched  during 
this  period.  State  trading,  particularly 
in  agricultural  commodities,  dominated 
foreign  commerce.  Special  regulatory 
agencies  blanketed  domestic  activity. 
Typical  of  these  is  the  Instituto  Na- 
cional  de  Industria,  established  to  pro- 
mote domestic  investment  in  essential 
areas  of  industry.  During  the  postwar 
years  it  played  a  major  role  in  expand- 
ing Spanish  industry;  but  this  expan- 
sion came  only  at  the  expense  of  re- 
construction in  agriculture,  which  was 
given  a  lower  priority.  Furthermore, 
its  financing  was  inflationary  and 
caused  prices  to  rise. 

Imports  continued  to  expand  rapidly 
despite  severe  restrictions.  Exports 
showed  little  change,  and  the  trade 
deficit  was  substantially  over  S300  mil- 
lion annually  during  1956-58.  In  ad- 
dition, receipts  from  invisibles  fell, 
and  private  capital  inflow  was  small. 
The  results  were  ( 1 )  a  large  balance 
of  payments  deficit;  (2)  the  draining 

1  See  "The  Spanish  Market"  by  Elfriede 
A.  Krause,  Foreign  Agriculture,  March  1959. 


of  foreign  exchange  reserves,  which 
during  the  period  fell  from  S224  mil- 
lion to  S109  million;  and  (3)  unreal- 
istic exchange  rates  and  depreciation 
of  the  currency.  From  1955  onward, 
U.S.  aid  of  substantial  proportions  was 
a  major  factor  in  preventing  a  com- 
plete breakdown. 

IMF  Aid  Sought 

By  1958  the  domestic  situation  had 
grown  far  out  of  line  with  that  in  the 
rest  of  the  world.  On  September  15 
of  that  year  Spain  joined  the  Inter- 
national Monetary  Fund  and  sought 
the  advice  and  assistance  of  that  or- 
ganization, whick  had  successfully 
helped  other  countries  overcome  bal- 
ance of  payments  crises.  The  IMF  pro- 
vides short-term  loans  from  its  own 
resources  and  is  often  able  to  help  ob- 
tain even  larger  amounts  of  financial 
assistance  from  the  United  States  and 
other  IMF  members.  But  perhaps  its 
greatest  contribution  is  that  it  provides 
the  guidance  of  a  skilled  staff  of  finan- 
cial experts. 

As  a  prerequisite  for  large-scale  as- 
sistance the  IMF  requires  that  ade- 
quate measures  be  taken  to  correct 
those  basic  economic  maladjustments 
within  the  country  which  are  respon- 
sible for  the  external  difficulties.  In 
most  cases  the  problem  is  primarily 
one  of  domestic  inflation.  Frequently, 
stopgap  measures  which  have  been 
taken  to  alleviate  the  situation  (such 
as  multiple  currency  practices  or  trade 
discrimination)  have  only  served  to 
worsen  it. 

Such  was  the  case  with  Spain.  The 
extensive  quantitative  restrictions  on 
trade  had  served  to  further  distort  the 
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pattern  of  domestic  investment  in 
favor  of  consumer  industries  and  at 
the  expense  of  agriculture.  Favored 
industries  could  afford  to  ignore  un- 
duly high  costs  of  production  because 
of  governmental  protection.  Recently, 
the  application  of  import  restrictions 
was  intensified,  and  this  created  an 
increasing  backlog  of  demand  for  cer- 
tain spare  parts  and  raw  materials. 

Stabilization  and  Trade  Reform 

In  recognition  of  the  extent  of  the 
difficulties,  the  Spanish  Government 
has  outlined  an  impressive  set  of  goals 
for  the  present  stabilization  program: 
( 1 )  Attack  the  problem  of  severe 
domestic  inflation;  ( 2 )  better  inte- 
grate the  Spanish  economy  with  the 
rest  of  the  world;  (3)  stabilize  the 
value  of  currency;  (4)  raise  domestic 
living  standards  (Spain's  are  nearly 
the  lowest  in  Western  Europe ) ;  and 
(  5  )  encourage  and  coordinate  invest- 
ments in  the  most  essential  and  pro- 
ductive areas  of  the  economy. 

The  program  includes  the  following 
external  measures  of  particular  sig- 
nificance for  U.S.  agricultural  trade: 

•  Spain  is  planning  to  eliminate  all 
of  the  existing  multiple  currency  and 
exchange  practices  including  taxes,  pre- 
miums, and  special  quotas  and  com- 
pensations which  have  been  used  to 
control  foreign  trade  in  the  past.  The 
new  system  includes,  as  temporary 
measures,  a  few  import  subsidies  and 
a  number  of  export  taxes  which  to 
some  extent  introduce  a  multiplicity 
of  exchange  values  for  the  group  of 
commodities  concerned. 

•  A  program  has  been  set  up  for 
the  gradual  relaxation  of  import  re- 
strictions on  a  nondiscriminatory  basis. 
This  will  be  carried  out  in  several 
stages.  Effective  immediately,  state 
trading  is  being  eliminated  from  al- 
most all  trade  other  than  agricultural 
products.  A  substantial  share  of  Span- 
ish imports  of  raw  materials  and  some 
foodstuffs  will  be  liberalized  (with  an 
estimated  value  for  1959-60  of  $450 
million-$500  million);  global  quotas 
will  be  set  for  additional  raw  materials 
and  semimanufactures  (estimated 
value  of  $75  million).  Early  this  fall, 
global  quotas  covering  another  esti- 
mated $75  million  will  have  been  es- 
tablished. 

Implementation  of  these  measures 


will  mean  that  about  57  percent  of 
estimated  Spanish  imports  for  1959- 
60  will  be  free  of  restriction.  An  ad- 
ditional 20  percent  will  be  subject  to 
state  trading,  including  the  following: 
tobacco,  meat,  edible  fats  and  oils,  cer- 
tain cereals,  cotton  and  other  mate- 
rials for  the  textile  industry.  Reported- 
ly this  trading  is  also  to  be  on  a  non- 
discriminatory basis,  taking  into  ac- 
count available  means  of  financing. 
For  the  remaining  23  percent,  import 
licenses  will  be  made  available  on  an 
individual,  restrictive  basis.  Though 
commodity  quotas  under  existing  bi- 
lateral agreements  will  have  preference 
on  these  latter,  commercial  consider- 
ations will  govern  the  remainder.  Fur- 
ther measures  to  remove  restrictions 
on  imports  have  been  pledged  by 
the  Spanish  Government — these  to  be 
taken  as  changes  in  the  foreign  ex- 
change situation  permit. 

•  A  2  5 -percent  advance  deposit  will 
be  required  for  all  private  imports. 

•  Bilateral  payments  agreements 
with  OEEC  countries  are  hereby  dis- 
continued. Spain  has  become  a  full 
member  of  the  OEEC  and  may  make 
use  of  the  trade  credits  under  the 
European  Monetary  Agreement.  Steps 
to  shift  trade  gradually  toward  a  more 
multilateral  basis  have  been  promised. 

•  The  impact  of  these  measures  on 
domestic  prices  will  be  reduced  by  a 
system  of  subsidies  on  certain  essential 
food  imports,  to  be  financed  by  export 
taxes  on  other  items.  The  subsidized 
products  include  corn  for  the  Canary 
Islands,  soybean  oil,  and  frozen  meat. 
The  exports  to  be  taxed  are  mainly 
agricultural  and  include  oranges,  tan- 
gerines, lemons,  grapefruit,  apples, 
peaches,  apricots,  plums  and  other 
fresh  fruit,  dried  apricots,  grapes  and 
figs,  apricot  and  peach  pulp,  almonds 
and  hazelnuts  (shelled  and  unshelled ) , 
chestnuts,  green  olives  and  olive  oil 
in  cans,  herbs,  and  raw  skins.  These 
taxes  are  not  expected  to  have  any  lim- 
iting effect  upon  the  volume  of  ex- 
ports of  these  goods. 

•  A  serious  attempt  is  being  made 
to  attract  foreign  private  investment. 
For  example,  the  limit  on  the  extent  of 
foreign  investment  in  industrial  firms 
has  been  raised  from  25  percent  to  50 
percent,  with  provision  for  more  lib- 
eral treatment  in  special  cases.  Such 
investment  is  particularly  encouraged 


in  those  areas  which  are  considered  to 
have  "economic  and  social  priority." 

Financing  the  Recovery 

An  expected  and  intended  result  of 
this  program  of  dismantling  restric- 
tions will  be  a  marked  expansion  of 
imports.  Later,  receipts  from  exports 
and  particularly  from  tourism,  as  well 
as  an  inflow  of  investment  capital,  are 
expected  to  bring  the  overall  payments 
situation  into  balance.  In  the  interim, 
however,  the  imports  must  be  financed 
and  Spain's  depleted  foreign  exchange 
reserves  are  far  too  meager  to  do  so. 
Hence,  the  $375  million  international 
"package"  of  foreign  loans,  credits,  and 
grants  which  is  made  up  as  follows: 

( 1 )  U.S.  aid  of  $200  million  from 
both  private  and  public  sources,  in- 
cluding an  estimated  $60  million  of 
agricultural  aid  under  P.L.  480,  a  $30 
million  loan  from  the  Export-Import 
Bank,  $40  million  of  governmental 
economic  defense-support  assistance, 
and  loans  amounting  to  $70  million 
from  private  banks;  (2)  A  loan  of 
$100  million  from  the  OEEC;  (3)  An 
IMF  drawing  of  $50  million  plus  an 
additional  12-month  standby  arrange- 
ment for  $25  million. 

Outlook  for  U.S.  Agriculture 

Perhaps  the  major  aspect  of  U.S.  in- 
terest is  the  long-run  outlook.  Though 
the  program  is  realistic  and  adequately 
financed,  success  is  not  guaranteed.  Old 
ways  must  be  abandoned  and  a  multi- 
tude of  adjustments  made.  Institutions 
and  interests  whose  position  will  be 
less  favorable  will  resist.  Inefficiency 
will  not  disappear  overnighr,  and  pri- 
vate initiative  may  be  slow  to  take 
advantage  of  unaccustomed  opportuni- 
ties. 

The  benefits  to  U.S.  agricultural 
trade  interests  will  come  with  the  re- 
duction of  restrictions  and  discrimina- 
tion against  dollar  goods.  The  pros- 
pects for  a  modest  increase  in  U.S. 
dollar  sales  of  farm  products  to  Spain 
are  good.  For  the  future,  the  evidence 
indicates  that  the  Spanish  Government 
is  sincere  in  its  intention  to  do  away 
with  trade  barriers  as  fast  as  it  can 
afford  to.  Economically,  there  is  no 
reason  why  Spain  cannot  eventually 
pay  its  own  way  and  permit  its  citizens 
the  benefits  that  would  result  from  a 
more  freely  competitive  marketplace. 
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Soviet  collective  farms,  photo- 
graphed by  USDA  specialists 
who  visited  the  USSR  last  year. 

Right,  cotton  workers  on  a 
collective  near  Tashkent.  Below, 
wheat  field  near  Kiev  showing 
vastness  of  farms.  Right  below, 
modern  farmhouse  near  Omsk. 
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Soviet  Collective  Farms 
Become  Fewer  But  Larger 


By  LAZAR  VOLIN 
Foreign  Agricultural  Analysis 
Foreign  Agricultural  Service 

The  number  of  collective  farms  in 
the  Soviet  Union,  which  started  to 
decline  during  the  last  years  of  Stalin's 
regime,  is  still  trending  downward.  Bv 
July  1959,  there  were  only  about  60,- 
000  collective  farms  compared  with 
78,000  at  the  end  of  1957  and  252,000 
at  the  beginning  of  1950. 

The  number  of  collective  farms  was 
gradually  decreasing  before  the  war, 
from  a  peak  of  over  245,000  in  1935 
to  237,000  in  1940.  After  the  war  they 
increased  as  collectivization  took  place 
in  annexed  regions.  But  a  widespread 
and  rapid  reduction  began  in  1950  and 
was  originally  caused  by  mergers  of 
farms  into   larger  collectives.    In  a 


formal  sense,  mergers  were  "volun- 
tary"; actually,  they  resulted  from  a 
government-sponsored  campaign, 
spearheaded  in  its  initial  phase  by  N.S. 
Khrushchev,  when  he  was  still  one  of 
Stalin's  lieutenants. 

These  mergers,  ostensibly  under- 
taken for  the  sake  of  increased  farm 
efficiency,  were  not  confined  to  small 
collectives  or  to  specific  geographic 
areas.  Collectives  that  were  already 
large  in  size  were  merged.  Also,  the 
movement  extended  to  regions  with 
diverse  natural  and  economic  condi- 
tions: those  with  a  large  expanse  of 
level  farmland  and  those  with  the 
terrain  crisscrossed  by  marshes,  lakes, 
brushland,  and  forests,  and  consequent- 
ly, having  small  fields.  Neither  sparse- 
ly nor  densely  settled  regions  escaped 
the  merger  campaign.  After  only  1 
year  of  this  campaign,  the  number  of 


collectives  had  decreased  by  more  than 
one-half.  Since  then,  the  decline  has 
continued,  though  at  a  slower  rate. 

Contributing  to  the  farm  mergers 
in  the  last  year  and  a  half  was  the 
liquidation  of  state  machine-tractor 
stations  as  machinery  operating  units 
and  the  sale  of  their  tractors  and  other 
equipment  to  the  collectives.  But  in 
recent  years  too,  the  downward  trend 
has  been  caused  to  a  great  extent  by 
another  new  factor — namely,  the  ab- 
sorption by  or  conversion  of  collectives 
into  state  farms. 

A  state  farm,  or  sovkhoz,  unlike  the 
collective,  is  owned  and  operated  by 
the  state  outright,  and  the  laborers 
are  paid  wages  just  as  workers  are  in 
Soviet  factories.  Collectives  are  tightly 
controlled  by  the  state  too,  but  theoret- 
ically they  are  supposed  to  be  self-gov- 
erning producers'  associations  of  for- 
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merly  independent  small  peasant  farm- 
ers. Members  of  collectives  share  in 
the  income  on  the  basis  of  the  skill 
and  quantity  of  labor  contributed,  but 
only  after  the  state  secures  its  share 
and  current  production  and  capital  ex- 
penditures are  met. 

The  large  expansion  of  crop  acreage 
on  the  uncultivated  land  beyond  the 
Volga  and  the  Urals — which  dates 
back  to  the  1930s  but  which  was 
widely  extended  in  1954-57 — led  to 
the  creation  of  several  hundred  new 
state  farms  and  the  enlargement  of  ex- 
isting ones.  In  the  process,  many  col- 
lectives were  absorbed  by  state  farms. 
Conversion  of  collectives  into  state 
farms  also  took  place  in  other  areas, 
particularly  where  considerable  new 
investment  of  capital  by  the  state  was 
necessary,  as  in  the  irrigated  cotton- 
growing  regions  of  Soviet  Central  Asia 
and  in  the  regions  which  suffered  from 
war  occupation  and  devastation.  The 
government  ceased  paying  compensa- 
tion for  the  property  of  the  collectives 
taken  over  by  state  farms  in  accordance 
with  a  decree  of  the  Council  of  Min- 
isters of  the  USSR  and  the  Central 
Committee  of  the  Communist  Party  of 


the  Soviet  Union,  of  May  3,  1957.  The 
government,  however,  provides  the 
means  needed  to  pay  off  wages  earned 
and  other  obligations  incurred  by  the 
former  collectives. 

Because  of  the  expansion  on  new 
land  and  the  absorption  of  existing 
collectives,  the  trend,  in  the  case  of 
state  farms,  has  been  the  reverse  of 
that  for  collectives.  The  number  of 
state  farms  increased  from  4,857  at 
the  end  of  1953  to  5,905  at  the  end 
of  1957,  and  the  share  in  the  total 
sown  area  rose  from  about  12  percent 
in  1953  to  over  one-fourth  in  1957. 

Despite  this  increase  in  state  farms, 
collective  farming  still  predominates 
in  the  Soviet  Union,  accounting  ap- 
proximately for  two-thirds  of  the  total 
sown  area.  And  while  the  merger 
process  has  reduced  the  number  of  col- 
lective farms,  it  has  enlarged  their  size. 
Most  collective  farms  are  considerably 
smaller  than  state  farms,  which  in  1957 
averaged  more  than  20,000  acres  under 
crops  per  farm. 

The  average  sown  area  per  collec- 
tive was  more  than  4,400  acres  in  1956 
and  nearly  4,200  acres  in  1957.  Farm 
size,  however,  varies  from  region  to 


region.  In  the  northwestern  part  of 
European  Russia,  64.2  percent  of  the 
collectives  in  1956  had  a  sown  area 
of  500  hectares  ( 1,236  acres)  or  under, 
whereas  in  North  Caucasus  22.6  per- 
cent were  in  this  category,  and  35  per- 
cent had  more  than  5,000  hectares  ( 12,- 
355  acres).  There  were  no  farms  of 
this  very  large  size  in  the  Northwest. 

The  hugeness  of  Soviet  farms  is 
particularly  striking  when  a  compari- 
son is  made  with  farms  in  the  United 
States.  Much  has  been  said  in  recent 
years  of  the  increase  in  farm  size  in 
the  United  States,  yet  only  slightly  over 
2  percent  of  commercial  farms  in  1954 
had  500  acres  or  more  of  cropland  har- 
vested. All  others  had  much  less. 

So  large  are  these  collective  farms 
that  it  has  been  necessary  to  decen- 
tralize operations  into  more  manage- 
able units.  The  workers  are  organized 
into  brigades,  consisting  of  40  to  60 
workers  and  headed  by  a  brigadier  or 
a  foreman.  Each  brigade  is  assigned 
to  a  unit  of  cropland  or  to  a  livestock 
center.  Still  smaller  units,  called  zveno 
or  squads,  cultivate  the  more  intensive 
crops  such  as  sugar  beets  and  cotton. 

As  to  the  efficiency  of  these  huge 
farms,  the  team  of  U.S.  Department  of 
Agriculture  economists  which  visited 
the  Soviet  Union  last  summer  has  this 
to  say  in  its  report,  Economic  Aspects 
of  Soviet  Agriculture: 

"We  gained  the  impression  that  in 
striving  for  bigness,  per  se,  farm  effi- 
ciency was  actually  neglected.  Even 
with  brigade  subdivisions,  much  time 
is  consumed  in  going  to  and  from 
places  of  work.  Although  Soviet  agri- 
cultural authorities  stress  increasing 
efficiencies  associated  with  larger  sizes 
of  operations  in  discussing  desirable- 
sizes  of  farms,  their  thinking  is  in 
terms  of  very  large  units  by  U.S.  stand- 
ards. They  did  state,  however,  that 
some  of  their  largest  farms,  up  to  150,- 
000  hectares  (about  375,000  acres) 
are  considered  to  be  too  large.  The 
present  sizes  probably  are  influenced 
more  by  the  greater  ease  of  centralized 
management  and  control  than  by  econ- 
omies associated  with  size  of  operation. 
Large  farms  mean  fewer  units  of  con- 
tact for  state  direction  of  planning  and 
operation;  also  fewer  managers  will 
be  needed  to  translate  the  overall  plans 
into  specific  operations." 


HOW  COLLECTIVE  FARMS  HAVE  INCREASED  IN  SIZE  IN   THE  SOVIET  UNION 

'tcm                          Unit  per  farm         1940  1952  1956  1957 

Households  Number                        81  208  238  245 

Sown  area   Acres                        1,216  3,331  4,448  4,191 

Communal  livestock: 


Cows 
Hogs 
Sheep  3 
Horses 


Number 

85 

313 

169 

374 

do 

24 

88 

135 

137 

do   

35 

166 

306 

255 

do   

  177 

798 

1,012 

913 

do   

61 

129 

121 

NaroJnoe  Khozyahtvo  SSSR  v  1956  Codu,  Sta/hfic/jcskii  EzbcgoJnik,  />.  / 14;  SSSR  v  Tsifrakb, 
Statisticheskii  Slmmik,  />.  199. 
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India  Worried  About  How  EEC 
Will  Affect  Its  Farm  Exports 


Red  China  Admits  Its 
Claims  Were  Wrong 

Communist  Chinese  officials,  in  a 
major  reversal,  finally  admitted  what 
many  Free  World  agriculturalists  have 
been  convinced  of  from  the  start — that 
the  enormous  gains  in  agricultural  pro- 
duction claimed  for  1958  were  impos- 
sible of  achievement  under  existing 
conditions  and  did  not  happen.  Chinese 
Government  officials  had  stoutly  de- 
fended the  authenticity  of  their  claims 
for  major  crops  as  recently  as  April  of 
this  year. 

Four  months  later,  at  an  August 
meeting  of  the  Central  Committee  of 
the  Chinese  Communist  Party,  they 
recanted.  The  State  Statistical  Bureau 
then  issued  the  following  changes  in 
estimates:  In  units  of  millions  of 
metric  tons,  estimates  of  grain  pro- 
duction for  1958  were  lowered  from 
375  to  350;  cotton  from  3-32  to  2.1; 
soybeans  from  12.5  to  10.45;  peanuts 
from  4.0  to  2.18;  flue-cured  tobacco 
from  0.540  to  0.379;  jute  and  kenaf 
from  0.325  to  0.309.  End-of-year  hog 
numbers  were  also  reduced  from  180 
million  head  to  160  million. 

At  the  same  time,  the  authorities 
admitted  that  targets  for  1959  set  at 
525  million  metric  tons  for  grain  and 
5  million  metric  tons  for  cotton  were 
unattainable.  New  1959  targets  for 
these  crops  are:  Grains  275  million 
metric  tons  and  cotton  2.31  million. 
The  authorities  are  now  talking  in 
terms  of  a  10-percent  increase  in  1959 
over  1958  instead  of  the  overall  40 
percent  previously  scheduled. 

The  changes  go  a  long  way  in  the 
right  direction,  but  for  grains  the 
new  1958  estimates  scaled  down  the 
claimed  increase  only  enough  to  appear 
reasonable.  They  are  35  percent  above 
1957  and  are  still  believed  to  be  too 
high.1  Hog  numbers  are  also  suspect. 
The  new  1958  estimates  for  other  crops 
are  not  unreasonable.  But  the  10-per- 
cent increase  envisaged  for  1959  looks 
to  be  a  forlorn  hope  in  the  face  of 
floods,  droughts,  and  economic  dislo- 
cations that  now  beset  the  Chinese 
Mainland. 


1  For  a  more  detailed  discussion  as  to  the 
reasons  why  a  35-percent  increase  appears 
high  see   1959  August  Foreign  Agriculture. 


India,  like  many  other  countries,  is 
casting  an  apprehensive  eye  on  the  Eu- 
ropean Economic  Community  (EEC), 
better  known  as  the  Common  Market. 
This  organization  —  comprising  West 
Germany,  France,  Italy,  and  the  Bene- 
lux countries — expects  to  complete  a 
uniform  customs  and  tariff  system  by 
1973,  which  could  adversely  affect 
India's  exports.  To  carry  out  this  plan, 
two  things  have  to  be  done.  First,  cus- 
toms duties  and  quantitative  restric- 
tions on  imports  and  exports  between 
member  countries  are  to  be  eliminated. 
And  second,  a  uniform  customs  tariff 
and  a  common  commercial  policy 
toward  third  countries  are  to  be  estab- 
lished. 

An  analysis  of  the  possible  effects 
of  these  measures  on  the  pattern  of 
India's  agricultural  exports  to  the  EEC 
countries  recently  appeared  in  the  In- 
dian magazine,  Agricultural  Situation 
in  India.  In  summary,  the  article  said: 
India  has  had  a  serious  imbalance 
of  trade  with  the  Common  Market 
countries;  in  1957  its  deficit  was  S272 
million,  and  in  1958  it  was  $263  mil- 
lion. India  wants  to  export  more  prod- 
ucts to  these  countries,  but  is  appre- 
hensive concerning  future  expansion 
possibilities  because  of  the  effect  the 
various  Common  Market  actions  might 
have.  Since  the  Common  Market  coun- 
tries will  not  compete  among  them- 
selves for  India's  raw  materials,  prices 
received  by  the  Indians  may  tend  to 
be  lower.  Also,  in  some  of  the  mem- 
ber countries  where  the  final  common 
tariff  schedule  will  be  higher  than  the 
present  tariffs,  Indian  exports  will  suf- 
fer. And  finally,  the  preferential  tariffs 
that  will  be  enjoyed  by  the  overseas 
possessions  of  the  member  countries 
will  tend  to  cut  into  the  Indian  market. 

Agricultural  exports  to  the  Common 
Market  countries  are  important  to 
India,  accounting  for  about  43  percent 
of  total  Indian  trade  to  that  area  in 
1958,  All  of  the  major  farm  products 
in  this  trade  probably  will  not  be 
affected  to  the  same  degree.  Cotton 
exports,  for  example,  are  not  expected 
to  drop  because  cotton  tariffs  will 
probably  remain  essentially  the  same. 


Indian  cotton  is  complementary  rather 
than  competitive  with  cotton  of  over- 
seas possessions.  Too,  India  can  sell 
cotton  at  good  prices  in  other  markets. 

Coffee  also  is  complementary  with 
that  of  the  EEC  countries'  over- 
seas possessions.  India  sells  a  high- 
grade  coffee,  which  constitutes  only  a 
small  part  of  the  needs  of  the  EEC, 
therefore  the  Indians  anticipate  little 
threat  to  future  coffee  exports.  Tea, 
likewise,  is  not  expected  to  be  affected, 
as  none  of  the  overseas  possessions  are 
important  growers  at  present. 

Raw  wool  exports  to  the  area  are 
mostly  of  the  coarse  varieties,  which 
do  not  compete  with  the  types  pro- 
duced by  the  Common  Market  coun- 
tries or  their  dependents;  therefore 
wool  exports  are  not  expected  to  en- 
counter any  difficulties. 

Unmanufactured  tobacco,  on  the 
other  hand,  will  probably  run  into 
more  competition,  mainly  from  Italy, 
since  the  Common  Market  treaty  has 
imposed  a  high  duty — 30  percent  ad 
valorem — on  imports  from  other  areas. 

Cashew  kernels  and  walnuts  will 
come  under  a  higher  tariff  in  the  Bene- 
lux countries,  and  exports  to  these 
countries  may  suffer  accordingly. 

Vegetable  oil  exports  have  declined 
in  recent  years  because  of  increased 
use  at  home,  but  should  they  return  to 
their  previous  importance  they  would 
face  the  continuing  competition  of  the 
Common  Market  countries'  overseas 
dependents.  Also,  it  may  be  difficult 
for  India  to  maintain  its  traditional  oil 
markets  in  countries  which  have  re- 
cently concluded  trade  agreements  with 
the  EEC.  India  enjoys  a  special  posi- 
tion in  regard  to  essential  oils,  how- 
ever, and  it  is  unlikely  that  essential 
oil  exports  will  decline. 

Because  of  the  imbalance  of  trade, 
any  drop  in  exports  is  a  serious  matter 
and  India  will  probably  take  steps  to 
secure  suitable  concessions  to  protect 
its  exports  to  the  Common  Marker 
area.  The  Common  Market  countries, 
on  the  other  hand,  have  already  indi- 
cated that  they  intend  to  be  liberal  in 
their  trade  policies  with  other  areas. 
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Can  the  United  States  Keep  Its  Share 
Of  Europe's  Expanding  Bean  Market? 


Wool.  The  world's  sheep  are  ex- 
pected to  turn  out  another  record 
crop  of  wool  in  1959.  Continued 
expansion  in  Australia  and  the 
Soviet  Union — the  major  pro- 
ducers— is  expected  to  offset  de- 
clines in  Latin  America.  World 
wool  demand  is  also  rising  in  con- 
trast to  the  decline  of  a  year  ago, 
and  as  a  result  prices  are  up. 
Filberts.  The  1959  world  filbert 
crop  is  forecast  at  125,400  short 
tons  (unshelled  basis).  This  is 
about  30  percent  less  than  the 
179,000-ton  harvest  in  1958, 
and  substantially  below  the  1952- 
56  average  of  146,000.  The  de- 
cline is  caused  entirely  by  the 
expected  sharp  drop  in  Turkey's 
crop.  Other  leading  growers — 
Italy,  Spain,  and  the  United  States 
— are  looking  forward  to  above- 
average  harvests. 

Coffee.  Total  world  coffee  output 
for  the  1959-60  year  is  estimated 
at  66  million  bags — nearly  6  mil- 
lion bags  above  1958-59  total 
production.  Output  is  expected 
to  be  level  with  or  above  last 
year's  total  in  every  producing 
area. 

Sugar.  Global  centrifugal  sugar 
output  for  the  1958-59  season  is 
now  estimated  at  slightly  above 
55  million  short  tons  (raw  value) . 
Both  beet  and  cane  sugar  produc- 
tion have  been  rising  in  recent 
years,  but  the  rate  of  increase  has 
been  faster  for  beet. 

Sunf/owerseed.  The  1959  sun- 
flowerseed  crop  may  be  somewhat 
below  the  record  1958  harvest  of 
7.1  million  short  tons  because  of 
severe  disease  and  flood  losses  in 
Argentina  and  Uruguay  early  in 
the  season.  The  reduced  South 
American  crops  may  be  offset  to 
some  extent  by  larger  crops  in  the 
Soviet  Union,  Canada,  and  Union 
of  South  Africa. 


Western  Europe  is  an  increasingly 
good  market  for  beans  and,  as  popu- 
lation rises,  it  will  probably  be  an  even 
better  one.  Both  total  and  per  capita 
consumption  are  up.  Overall  use  had 
dropped  sharply  during  World  War 
II  when  the  main  sources  of  supply — 
in  Eastern  Europe — were  cut  off.  It 
remained  low  in  the  immediate  post- 
war years,  but  in  the  last  decade  it 
has  turned  upward.  This  year  it  is 
expected  to  reach  nearly  15  million 
bags  ( 100  pounds ) .  This  amount 
would  be  26  percent  above  1945-49 
and  about  95  percent  of  prewar.  Per 
capita  consumption,  too,  has  expanded. 
In  the  last  decade  it  has  risen  by  a 
pound,  to  5.3  pounds  per  person  an- 
nually. 

Nevertheless,  both  the  amount 
planted  and  the  quantity  produced 
have  dropped,  particularly  in  the  heav- 
ily industrialized  countries  in  north- 
western Europe.  About  three-fourths 
of  Western  Europe's  bean  crop  is  now 
grown  in  France,  Spain,  and  Italy. 

To  bridge  the  gap  between  rising 
consumption  and  falling  production, 
Western  Europe  has  turned  to  larger 
imports;  and  competition  among  ex- 
porters to  supply  these  is  growing 
rapidly. 

Where  does  the  United  States  stand 
in  this  competition?  At  present  the 
United  States  supplies  about  a  third 
of  Western  Europe's  bean  market,  but 
whether  it  can  increase  or  even  main- 
tain this  share  is  uncertain. 

Today,  the  United  States  is  export- 
ing 20  times  as  many  beans  as  it  did 
before  the  war.  It  is  the  world's  major 
exporter  and  an  outstanding  supplier 
to  Western  Europe.  Its  European  sales 
are  now  being  challenged,  however,  by 
rapidly  rising  shipments  from  Eastern 
Europe.  More  than  a  million  bags 
were  shipped  from  Eastern  to  West- 
ern Europe  in  1957  as  the  East  moved 
swiftly  toward  recovering  the  market 
lost  during  the  war. 

Eastern  Europe  has  several  advan- 
tages over  the  United  States  as  an  ex- 
porter. Its  prices  are  generally  lower 
than  U.S. -supported  prices.  Its  ship- 
ments,  mostly   by   rail,   require  less 


traveling  time,  less  handling,  and  less 
equipment. 

Natural  factors  also  tend  to  hamper 
the  United  States  as  a  competitor.  Most 
important  is  the  lack  of  a  dependable- 
supply  of  U.S.  white  beans — the  kind 
preferred  in  Europe.  Michigan  pea 
beans  are  especially  acceptable.  They 
can  well  and  are  the  only  single  class 
of  U.S.  white  beans  available  in  large 
enough  supply  to  meet  the  need  of 
canners  who  like  a  uniform  product. 
Unfortunately  Michigan,  the  source  of 
most  U.S.  canning-type  beans,  has  oc- 
casional wet  harvests  that  can  dam- 
age and  reduce  otherwise  excellent  and 
large  crops  of  pea  beans. 

Finally,  even  though  European  can- 
ners have  free  access  to  the  U.S.  mar- 
ket at  prevailing  prices  whether  the 
supply  is  long  or  short,  they  consider 
that  the  fluctuations  in  U.S.  supply  and 
price  present  a  problem. 

List  of  Recent  Publications 
Issued  by  FAS 

During  the  past  few  months  FAS 
monographs  have  covered  a  wide  vari- 
ety of  subjects.  April  saw  the  publi- 
cation of  The  World  Grain  Trade. 
The  Agricultural  Situation  in  Poland, 
and  The  Deciduous  Fruit  Industry  of 
Italy.  In  May,  three  regional  studies 
were  published:  Spain — Changes  in 
Agricultural  Production  and  Trade; 
U.S.  Agricultural  Trade  with  Latin 
America;  and  Milk  Production  in  the 
Soviet  Union. 

In  July,  FAS  issued  Brazil's  Future 
as  a  Wheat  Producer,  and  also  Part  I 
( Northern  Africa )  of  a  three-part 
study,  The  Agricultural  Economies  of 
the  Countries  in  Africa.  Part  II 
(Central  and  Western  Africa)  came 
out  in  September;  Part  III  (Eastern 
and  Southern  Africa)  is  due  later  this 
fall.  Also  out  in  September  was  West 
Africa's  Fats  and  Oils  Industry. 

Scheduled  for  release  in  October  is 
Foreign  Agriculaire  Report  No.  115, 
entitled  Communist  China's  Agri- 
culture: Production,  Trade,  and  Policy 
Developments  Affecting  U.S.  Farm 
Products  in  World  Markets. 
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PRODUCTION 
NEWS 


First  Australian  Lambs  Arrive  in  i.S. 


Camera-shy  lambs  photographed  on  San  Diego  dock  shortly  after  their  arrival 
aboard  the  Australian   ship,   Delfino.  while   operation   of   unloading  continues. 


The  Malgache  Republic  (for- 
merly Madagascar)  expects  its 
1 959  vanilla  bean  crop  to  be 
down  about  5  percent  from  the 
early  official  estimate  of  860,000 
pounds  because  of  hurricane  dam- 
age. Output  in  1958  totaled  970,- 
000  pounds.  Malgache  is  the 
world's  largest  exporter. 

Zanzibar  is  becoming  interested 
in  growing  cacao.  It  has  been  sup- 
plying other  East  African  terri- 
tories with  seed  grown  locally  or 
imported  from  Ghana,  and  it  has 
now  started  plots  for  its  own  use. 

Ausfria  expects  a  record  1959 
grain  crop.  Rainfall  has  been 
about  50  percent  above  normal 
and  well  distributed.  Austria 
grows  nearly  three-fourths  of  its 
wheat  and  imports  the  rest — some 
from  the  United  States.  This 
year's  import  needs  for  both 
breadgrains  and  feedgrains  are  ex- 
pected to  drop  10  to  15  percent. 

Russia  has  released  estimates  of 
sugar  production  in  1958  and  the 
first  half  of  1959.  According  to 
these  estimates,  output  from  do- 
mestic beets  in  1958-59  (July- 
June)  was  about  6.9  million  tons. 

£/  Salvador  is  growing  less 
beans.  The  1959  harvest  has  not 
yet  been  officially  estimated,  but 
it  is  expected  to  be  considerably 
below  last  year's  230,000  bags — 
which  in  turn  were  22  percent 
below  the  1957  crop.  The  decline 
is  probably  taking  place  because 
beans  cannot  be  interplanted  with 
the  slow-growing  hybrid  corn  that 
is  replacing  previously  used  types. 

Finland  increased  its  milk  out- 
put substantially  in  the  first  part 
of  1959.  Plentiful  domestic  and 
imported  feed  supplies  accounted 
for  most  of  the  expansion. 

India's  1958-59  flaxseed  crop 
set  an  1  1  -year  record  of  1  7.2  mil- 
lion bushels  from  3.7  million 
acres.  Good  weather  and  expanded 
acreage  contributed  to  this. 


On  July  27 — 24  days  after  embark- 
ing from  Sydney,  Australia — a  cargo 
ship  carrying  23,629  live  lambs  docked 
at  San  Diego,  California.  They  were 
brought  to  the  United  States  to  be 
slaughtered  and  sold  as  meat,  and  con- 
stituted the  first  shipment  of  live  lambs 
to  this  country  from  Australia.  All 
the  animals  were  crossbreeds,  mainly 
British  breeds  crossed  with  Merinos. 
Principal  sires  were  Dorset  Horn. 
Border  Leicester,  and  Romney  Marsh. 

When  the  ship  left  Sydney,  there 
were  25,652  lambs  aboard.  Death  loss 


Denmark  and  Outer  Seven 

( Continued  fro?n  page  4) 
gain    compensations    in  agriculture. 
These  were  obtained  when,  on  June  8, 
Denmark  and  the  United  Kingdom 
reached  the  following  agreement: 

If  the  Outer  Seven  free  trade  area 
comes  into  being  the  United  Kingdom 
will  cut  its  tariff  on  bacon  from  10  to 
5  percent  on  July  1,  I960,  and  will 
abolish  it  completely  on  July  1,  1961. 
The  tariff  on  canned  pork  luncheon 
meat  will  be  reduced  on  the  same 
schedule  and  the  tariffs  on  blue  cheese 
and  canned  cream  will  be  abolished  on 
July  1,  I960.  Under  the  British  price 
guarantee  system,  any  price  reduction 
that  the  tariff  cut  may  bring  for  bacon 
in  the  U.K.  market  will  be  made  up 
to  British  bacon  producers  by  increased 


was  slightly  over  2,000  head  and  was 
attributed  to  a  ventilation  failure  the 
ship  suffered  en  route. 

The  animals  that  made  it  to  Cali- 
fornia were  considered  surprisingly 
healthy  and  active.  Some  of  them  had 
actually  gained  weight,  but  their  gains 
were  more  than  offset  by  the  losses  of 
others.  The  average  weight  loss  was 
estimated  at  about  5  pounds  per  lamb. 
U.S.  inspectors  examined  the  lambs 
and  found  them  to  be  disease-free,  but 
they  were  still  subject  to  30-day  man- 
datory quarantine  at  the  port  of  entry. 


deficiency  payments. 

A  compromise  solution  has  also  been 
found  in  Denmark  and  Sweden  con- 
cerning Danish  agricultural  exports  to 
Sweden,  but  this  is  less  important  than 
the  Danish-British  accord. 

Following  these  agreements  a  min- 
isterial conference  on  July  21  recom- 
mended that  the  Outer  Seven  free 
trade  area  be  established.  A  convention 
is  being  drafted  for  submittal  to  the 
seven  governments  by  the  end  of  Oc- 
tober. If  ratified  it  will  go  into  effect 
on  July  1,  1960.  Thus,  it  appears  like- 
ly that  the  Outer  Seven  will  become 
a  reality,  but  that  agricultural  products 
will  be  handled  outside  the  basic  treaty 
provisions — an  indication  of  the  spe- 
cial problems  that  agriculture  presents 
in  international  agreements. 
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Burma  Permits  Licensing 
Of  Dollar  Fruit  Imports 

Burma  has  liberalized  its  import  li- 
censing system  to  include  canned  and 
dried  fruit  imports  from  the  United 
States.  The  action  automatically  pro- 
vides for  foreign  exchange,  so  import- 
ers will  be  able  to  buy  directly  from 
the  United  States. 

The  Burmese  became  acquainted 
with  U.S.  fruit  products  when  $163,- 
000  worth  of  dried  and  canned  fruits 
were  delivered  in  1957  under  a  P.L. 
480  agreement. 

Burma  plans  to  import  dried  raisins 
and  prunes,  and  canned  peaches,  apri- 
cots, fruit  cocktail  or  fruit  for  salad, 
cherries,  and  fruit  juices. 

Brazil  Trades  Coffee  For 
East  German  Fertilizers 

The  Brazilian  Government  has 
authorized  the  Brazilian  Coffee  Insti- 
tute (IBC)  to  buy  75,000  tons  of  fer- 
tilizer— 60,000  tons  of  potassium  chlo- 
ride and  15,000  tons  of  ammonium 
sulfate — from  East  Germany.  It  will 
be  paid  for  in  coffee  from  stocks  on 
hand.  The  IBC  will  sell  the  imported 
fertilizers  to  coffee  producers. 

West  Germany  Changes 
Wheat  Milling  Quotas 

U.S.  wheat  exports  to  West  Ger- 
many may  suffer  as  a  result  of  changes 
in  Germany's  milling  quotas  aimed 
at  utilizing  more  domesric  wheat  and 
cutting  imports.  The  minimum  mill- 
ing quota  for  domestic  wheat  has  been 
raised  from  61  to  66  percent,  while 
the  maximum  quota  for  imported  type 
has  been  reduced  from  30  to  20  per- 
cent, of  total  milling.  The  remaining 
6  percent  will  be  imported  filler  wheat. 

These  changes  will  affect  to  some 
extent  German  imports  of  high  quality 
wheat,  needed  to  improve  the  quality 
of  domestic  soft  wheats  for  baking. 
Hard  Red  winter,  Hard  Red  spring. 


some  wheat  from  Argentina  and 
Sweden,  and  all  from  Russia  are  re- 
garded as  quality  wheat.  An  impor- 
tant problem  will  be  the  small  amount 
of  filler  wheat  allowed  under  the  new 
quotas.  West  Germany  has  large  im- 
port obligations  for  filler  wheat  under 
bilateral  agreements  with  such  coun- 
tries as  France  and  Sweden. 

Spain  Becomes 
Wheat  Exporter 

This  year  for  the  first  time,  Spain 
will  be  listed  as  a  wheat  exporter  un- 
der the  International  Wheat  Agree- 
ment. Its  1959  wheat  crop  is  forecast 
at  a  record  200  million  bushels — about 
a  fourth  above  the  average  of  the  past 
8  years. 

In  the  past  3  marketing  years,  Spain 
has  imported  about  a  million  bushels 
of  wheat  annually.  The  peak  import 
year,  however,  was  1953-54,  when  the 
country  bought  about  20  million  bush- 
els from  the  United  States. 

Prospects  are  also  excellent  for  other 
Spanish  grain  crops  this  year. 

France  Liberalizes 
Raisin  Imports 

France  liberalized  raisin  imports  this 
summer,  which  may  make  it  possible 
for  the  United  States  to  again  become 
an  important  supplier  to  the  French 
market.  The  U.S.  share  of  French  im- 
ports has  dropped  from  nearly  40  per- 
cent prewar  to  negligible  quantities  in 
recent  years  because  the  French  Gov- 
ernment has  not  allocated  any  dollar 
exchange  to  buy  raisins. 

Since  1953,  France  has  imported 
8,400  to  9,500  short  tons  of  raisins 
annually  valued  at  $2.5  million  to  $3-5 
million.  The  import  duty  to  countries 
other  than  those  of  the  European  Com- 
mon Marker  is  5  percent  ad  valorem. 
The  French  trade  feels  that  if  U.S. 
prices  are  competitive,  California  rai- 
sins can  be  marketed  in  France  because 
the  U.S.  quality  and  pack  are  very  good. 


Brazil  Lowers  Exchange  Rate 
For  Mutton,  Lamb,  and  Wool 

Foreign  exchange  earned  from  ex- 
ports of  Brazilian  mutton,  lamb,  and 
wool  will  be  negotiable  at  the  free- 
market  rate — currently  about  150  cruz- 
eiros to  the  dollar.  The  new  rate  is 
expected  to  encourage  exports,  but  the 
Foreign  Trade  Department  of  the  Bank 
of  Brazil  will  control  export  licenses 
to  protect  domestic  consumers  from 
possible  shortages. 

Australian  Trade  Groups 
Seek  Lower  Freight  Rates 

Representatives  of  13  Australian  ex- 
port groups  have  united  to  seek  lower 
ocean  freight  rates  to  Europe.  At  pres- 
ent, rates  are  fixed  on  a  cost-plus  basis, 
which  guarantees  the  22  British  and 
European  shipping  lines — members  of 
the  Overseas  Shipping  Representatives' 
Association — a  12-percent  return  on 
capital  used  to  ship  Australian  products 
abroad.  In  addition,  the  shippers  get 
a  vessel-depreciation  allowance.  Cur- 
rent freight  contracts  between  export- 
ers and  the  Association  began  expiring 
at  the  end  of  August,  and  will  continue 
to  expire  through  January  1960. 

Presently,  about  14  percent  of  Aus- 
tralia's annual  overseas  expenditures 
are  used  to  meet  its  net  deficit  in 
freight  and  insurance  charges  on  cargo 
shipments.  Savings  in  these  costs 
could  have  a  significant  effect  on  Aus- 
tralia's balance  of  payments  and  its 
ability  to  compete  in  Europe. 

New  Zealand  Broadening 
Meat  Trade  Promotion 

New  Zealand  is  establishing  a  Trade 
Commissioner's  office  in  Hong  Kong 
and  plans  to  open  additional  offices  in 
Bonn,  Rome,  and  New  Orleans  in 
order  to  push  export  sales  of  meats 
and  other  products.  Offices  are  already 
active  in  New  York  and  San  Francisco. 

New  Zealand  Government  officials 
and  trade  representatives  have  also 
been  studying  market  potentials  in 
Japan,  the  Philippines,  and  Peru. 

This  year  for  the  first  time  in  recent 
years,  New  Zealand  is  shipping  mut- 
ton and  other  meats  to  Peru..  Trade 
sources  expect  1959  total  sales  to  this 
market  to  reach  2.7  million  pounds. 
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U.S.  Losing  Share  of 
Venezuelan  Egg  Market 

In  the  first  half  of  1959,  the  United 
States  shipped  3.7  million  dozen  eggs 
to  Venezuela — compared  with  5.6  mil- 
lion in  the  first  half  of  1958.  In  the 
same  periods,  Canada's  exports  to  the 
Venezuelan  market  rose  from  6.9  mil- 
lion dozen  to  7.9  million. 

The  U.S.  share  of  the  Venezuelan 
market  has  been  steadily  falling — from 
87  percent  in  1956  to  70  percent  in 
1957  and  47  percent  in  1958.  Canada's 
sales  rose  nearly  75  percent  between 
1957  and  1958,  while  Denmark  and 
Poland,  also  important  suppliers,  show- 
ed expanded  sales  totaling  4  million 
dozen. 

During  the  past  year,  U.S.  prices 
have  ranged  from  5  to  10  cents  higher 
than  those  of  the  other  three  suppliers. 
By  June  1959,  U.S.  egg  prices  had 
dropped  to  competitive  levels  but 
since  then  Danish  and  Canadian  egg 
prices  have  declined  further. 

Drought  Ups  Dutch 
Wheat  Import  Needs 

The  Netherlands  will  probably  have 
to  increase  its  wheat  imports  this  year 
because  the  domestic  crop  has  been 
damaged  by  drought.  Torrential  rains 
early  in  July  were  too  late  to  prevent 
shriveling  of  the  grain  caused  by  the 
prolonged  dry  weather.  Dutch  wheat 
imports  have  averaged  about  35  mil- 
lion bushels  a  year  for  the  past  8 
seasons. 

West  Germany  Will  Again 
Import  Canned  Fruit 

West  Germany  has  announced  that 
it  will  import  canned  fruit  under  two 
categories  in  containers  of  less  than  1 1 
pounds.  Value  limits  have  not  been 
set,  but  they  are  expected  to  be  liberal. 
Applications  for  licenses  must  be  sub- 
mitted prior  to  December  31,  1959,  or 
until  the  value  limit  of  the  imports 
has  been  reached.  The  commodities 
covered  are  canned  apricots,  peaches, 
pears,  fruit  salad,  and  fruit  cocktail. 

The  first  category  is  limited  to  im- 
porters who  had  licenses  to  import 
canned  fruit  (except  pineapple  and 
citrus)  during  the  period  1956  to  1958, 
and  the  amount  applied  for  must  not 


exceed  the  amount  approved  during 
the  earlier  period.  Also  70  percent 
of  the  quantity  approved  must  be  for 
import  between  October  and  June,  and 
the  remaining  30  percent,  between 
January  and  June. 

The  second  category  is  limited  to 
those  importers  not  qualified  to  take 
part  in  the  first,  but  who  have  im- 
ported canned  pineapple  and  citrus 
fruit  in  1958.  The  total  applied  for 
cannot  be  greater  than  the  value  of 
the  1958  imports.  Customs  clearances 
are  October  15,  1959  to  June  30,  I960. 

France  Permits  Imports 
Of  More  Farm  Products 

Recently  France  published  a  con- 
solidated list  of  items  newly  liberalized 
along  with  those  which  had  appeared 
on  earlier  lists. 

Among  the  items  newly  freed  from 
quantitative  restrictions  which  are  of 
interest  to  U.S.  exporters  are  raisins, 
nuts  (except  walnuts),  live  poultry 
(other  than  day-old  chicks),  meat  and 
offals,  salted  or  in  brine  or  dried  or 
smoked  (except  poultry  livers  and 
pork ) ,  certain  types  of  raw  and  cooked 
hams,  wool  grease  and  other  animal 
fats  and  oils  ( not  lard  and  tallow ) . 

Tangerines,  Clementines,  lemons, 
and  grapefruit  are  now  also  on  France's 
list,  in  addition  to  summer  oranges, 
which  had  already  been  liberalized  for 
the  period  June  5  to  September  30. 

A  number  of  agricultural  products 
on  the  consolidated  list  are  liberalized 
to  the  OEEC  countries  only. 

Australia  Steps  Up 

Meat  Preservation  Research 

Australia  is  intensifying  research  on 
methods  of  preserving  meat  through 
irradiation.  The  irradiation  process 
destroys  bacteria  and  inactivates  en- 
zymes that  cause  the  meat  to  spoil. 

The  Australian  researchers  will  use 
high-intensity  gamma  rays.  They  will 
combine  their  findings  with  informa- 
tion obtained  from  research  in  the 
United  States  and  other  countries, 
where  results  have  been  somewhat  en- 
couraging. The  primary  purpose  of 
the  Australian  study  is  to  compare 
the  responses  of  Australian,  British, 
and  U.S.  meat  to  the  rays,  and  to  eval- 
uate consumer  acceptance  of  the  ir- 
radiated meat. 


Irradiated  meats  must  be  sealed  in 
air-tight  packages  immediately  after 
treatment  to  prevent  recontamination. 
The  packaging,  however,  would  have 
a  secondary  benefit — protecting  the 
meat  from  warm  air  which  speeds 
oxidation  and  causes  the  fat  to  become 
rancid. 

Meat  packers  hope  that  by  irradi- 
ating and  vacuum -packing  meat,  they 
may  store  it  at  room  temperature  and 
eliminate  the  need  for  refrigeration. 
This  would  permit  a  much  more  flex- 
ible pattern  of  transporting  and  dis- 
tributing fresh  meats. 

Japan-Taiwan  Trade  Pact 
Stresses  Farm  Products 

Japan  and  Taiwan  have  signed  a 
retroactive  trade  agreement  for  1  year 
to  end  March  31,  I960. 

The  goal  specified  in  the  agreement 
is  S85.5  million  each  way.  About  83 
percent  of  Japan's  imports  from 
Taiwan  are  to  be  farm  products.  The 
two  major  items  are  sugar  and  rice, 
amounting  to  a  combined  total  of  S60 
million.  Other  Taiwan  farm  products 
include  bananas,  canned  pineapple,  red 
sugar,  bamboo  shoots,  and  black  tea. 

Food  items  moving  from  Japan  to 
Taiwan  amount  to  only  S2.3  million 
and  include  wheat  flour,  white  pota- 
toes, carrots,  mushrooms,  dairy  prod- 
ucts, canned  food,  beverages,  and  con- 
diments. However,  Taiwan  will  im- 
port about  S22  million  in  fertilizers. 

Far  East  Countries  Buy 
More  New  Zealand  Butter 

Ceylon,  Hong  Kong,  and  Singapore 
have  sharply  expanded  their  purchases 
of  butter  from  New  Zealand.  In  the 
first  9  months  of  the  1958-59  dairy 
marketing  year  (August  1,  1958-April 
21,  1959)  Ceylon's  purchases  totaled 
739,000  pounds,  compared  with  168,- 
000  in  the  entire  1957-58  year.  Hong 
Kong's  imports  rose  from  448,000 
pounds  to  824,000  and  Singapore's 
went  from  372,000  pounds  to  more 
than  1  million. 

Business  between  New  Zealand  and 
Far  Eastern  markets  has  been  spurred 
greatly  by  operation  of  a  second  ship- 
ping line  to  most  of  these  markets. 
This  in  turn  is  helping  New  Zealand 
decrease  its  dependence  on  the  United 
Kingdom  market  for  sales  of  its  butter. 
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Angola  Shifts  Imports 
From  Flour  to  Wheat 

To  reduce  flour  imports,  Angola's 
flour  millers  have  been  authorized  to 
buy  directly  from  overseas  sources  as 
much  wheat  as  they  need  to  meet  the 
country's  flour  needs.  Imports  will 
be  approved  by  a  government  board 
and  will  be  regulated  in  line  with 
capacity  of  mills  and  the  quality  and 
price  of  the  wheat. 

Flour  needs  range  from  20,000  to 
25,000  tons  a  year,  and  in  the  past 
the  country  has  imported  more  than 
half  the  quantity  needed — mainly 
from  the  United  States.  Imports,  as 
well  as  the  wholesale  distribution  of 
imported  flour,  are  rigidly  controlled 
by  the  government.  Domestic  flour  is 
handled  by  regular  commercial  chan- 
nels, but  both  wholesale  and  retail 
prices  are  government-fixed. 


New  Zealand  Further 
Eases  Dollar  Licenses 

New  Zealand's  1959  import  licens- 
ing schedule,  which  provided  for  con- 
siderable relaxation  in  licensing  of 
dollar  imports,  has  been  amended  for 
the  second  time.  The  country's  im- 
proved dollar  exchange  situation  and 
the  Sterling  Area's  continued  policy 


of  relaxing  "dollar  discrimination" 
have  resulted  in  increased  exchange  al- 
locations equaling  $56  million.  New 
quotas  were  set  up  for  dried  currants, 
dates,  figs,  prunes,  raisins,  apricots, 
peaches,  and  mixed  dried-pack  fruits 
(  excluding  peaches ) .  Other  commod- 
ities on  which  quotas  were  upped  in- 
clude glucose  and  grape  sugar,  rice, 
and  flower  seeds. 

New  Zealand  is  also  providing  for 
expanded  imports  of  some  items  on 
an  individual  consideration  basis.  Chief 
farm  products  to  be  licensed  this  way 
are  dried  vegetables,  soybean  oil,  lin- 
seed oil  (manufacturers'  needs  only 
for  these  three  items),  and  lemon 
juice,  lemons,  and  oranges. 

Australia  Further  Relaxes 
Restrictions  on  Imports 

Australia  recently  made  some  major 
changes  in  its  import  licensing  system 
which  will  give  the  United  States  an 
opportunity  to  export  more  goods  to 
that  market.  Expanded  farm  output, 
outstanding  industrial  development, 
and  rapid  inflow  of  overseas  capital 
have  contributed  to  these  changes. 

Total  annual  import  allocations  have 
been  increased  from  the  equivalent  of 
$1.8  billion  to  over  $1.9  billion. 
More   than   90   percent   of  imports 


may  now  be  licensed  from  any  coun- 
try including  the  dollar  area.  Efforts 
are  being  made  to  remove  dollar  dis- 
crimination in  licensing  the  remainder. 

Agricultural  items  of  interest  to  the 
U.S.  trade  and  liberalized  in  the  recent 
action  are  raw  cotton,  natural  and  syn- 
thetic hog  casings,  linseed  products, 
malt,  peanut  oil,  tung  oil,  and  other 
oils  such  as  soybean  and  cottonseed, 
and  field,  vegetable,  and  flower  seeds. 

No  change  is  contemplated  in  the 
licensing  of  U.S.  tobacco  leaf  or  hops, 
which  are  still  subject  to  administrative 
control.  Hops,  however,  may  be 
bought  from  any  currency  source. 

Latin  America  Buys  Less 
U.S.  Agricultural  Products 

U.S.  farm  exports  to  Latin  America 
in  1958-59— valued  at  $504  million- 
were  down  1 1  percent  from  the  pre- 
ceding fiscal  year.  This  is  the  first 
break  in  the  upward  trend  of  the  past 
4  years. 

A  drop  in  corn  sales  to  Mexico  ac- 
counted for  most  of  the  overall  decline 
in  U.S.  shipments.  This  drop  was  attri- 
buted to  the  expiration  of  a  1-year 
P.L.  480  agreement.  Cotton  and  dairy 
exports  to  Latin  America  generally 
were  down,  but  these  decreases  were 
offset  by  expanded  wheat,  flour,  and 
meat  shipments. 
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